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a color retention and ultraviolet resistance licked the 
ge-color obstacle. What's more, PLIOFLEX offers top proc- 
ssing ease, maximum uniformity and outstanding molding 

characteristics. Result? Fewer ae profit. 


If you want to invade a new market or improve an old 
product, lathe into PLIOFLEX. For full details and outstanding 
technical help, simply write Goodyear, Chemical Division, 
Dept. C-9415, Akron 16, Ohio, 


‘ Lots of good things come from = 


“GOODSYEAR 


CHEMICAL DIVISION 


Pliofilex—T. M. The Goodyear Tire & Rubber Company, Akron, Ohio 
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1983-55 Year Month Week § Latest 
j Average Ago Ago Ago Week 
BUSINESS:\WEEK INDEX (chart) _ 133.3 «159.3 -144.2—«138.6r 140.7" 
PRODUCTION } | 
Steel ingot (thous. ‘ TONS Sos ein sag Rs'e le to's Heden se euba eases teamnawe 2,032 2,690 1,466 1,582r 1,582 
OMUNMNOE | sadist. § Sumaivnns cebie talons ¢ sisi Cada acistwien coin Robeeee 125,553 153,501 96,057 76,523r 100,478 
Engineering const. agers (Eng. News-Rec. 4-wk. daily av. in thous.)........ $52,412 $66,545 $66,635 $56,651 $64,490 
Electric power (millidns of kilowatt-hours)..........cceecccercccecvcees 10,819 14,092 15,361 14,315 14,239 
Crude oil and condenxate (daily av., thous. of bbis.).............ceeeeeeee 6,536 7,318 7,198 7,167 7,207 
Bituminous coal (daily AV, WIMIUS. OF SINIUNs 5s oc dale bo os WaadeC Seu ER eee 1,455 1,233 1,163 1,227r 1,187 
Peete WOn8) i)os coc caes cect eaecce cee cceedeteqens sab wale cages 247,488 308,026 313,805 298,124 305,151 
TRADE 
Carloadings: miscelle}eous and I.c.I. (daily av., thous, of cars).........eee. ° 70 59 48 47 49 
Carloadings: all others (daily av., thous. of cars) i aig OMG a wha 4 tales dae seme ee 47 37 34 34 35 
Department store sais index (1947- 49 = 100, not seasonally adjusted)..... 121 107 107 111 115 
Business failures (Dui  & BENGBITOO!, TUMMDGT) <0 6 ooccsesclecseceaneseses ee 198 | 277 400 374 348 
PRICES 
Industrial raw materdils, daily index (BLS, 1947-49 = 100)........... pas 89.2 919 87.2 88.7 90.1 
Foodstuffs, daily inde (BLS, 1947-49 = 100)........ccceccecccccecvvces 90.5 72.6 78.3 78.2 78.9 
rth Clete (Spt GI BANA) VE). o's sieteaie ips 0.0% ons 000 ted aneehinee’s 19.8¢ 22.2¢ 17.5¢ 17.3¢ 17.6¢ 
Finished steel, index SLs, ARTs MO NOG). vice de'e ove sca naaeky eemem 143.9 186.8 186.2 186.2 186.2 
Serap steel composits, (Iron Age, T0n).... 12. scccevcscccecscsesccsves “ $36.10 $34.50 $31.83 $33.50 $34.50 
Copper (electrolytic, Nslivered NEO URNS. WD). o's dic us bo sino cleoinab De TS a 32.394¢  33.070¢  29.000¢  29.000¢  29.000¢ 
Aluminum, primary yg (U. S. del., E&MJ, Ib.).... 2. cece ce eee cece cere ves 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary@alloy #380, 1% zinc (U. S. del., E&MJ, Ib.)........005 Tt 25.03¢ 22.99¢ 22.75¢ 22.64¢ 
Wheat (No. 2, hard agd dark hard winter, Kansas City, bu.).......esseeees $2.34 $2.11 $2.04 $2.04 $2.06 
Cotton, daily price (m sled 1 in., 14 designated markets, Ib.)........++. ‘ 34.57¢ 32.05¢ 30.17¢ 30.44¢ 30.71¢ 
das Fens BOSON: Blsivis cc siccisscce pte cadscccdactuce eugnaeee eae “irs $1.96 $1.76 $1.68 $1.69 $1.65 
FINANCE { 
500 stocks compositd price index (S&P’s, 1941-43 = 10)........ cece eee 31.64 55.97 61.50 62.27 63.12 
Medium grade corpor i! bond yield (Baa issue, Moody’s).........-++6 eee 3.59% 5.31% 5.11% 5.07% 5.04% 
Prime commercial payer, 4 to 6 months, N. Y. City (prevailing rate)........ 2-24%% 4% % 2% % 3% 3¥%e% 
BANKING (millids of Dollars) 
Demand deposits adju:ted, reporting member banks.........sceescceces ‘. tT 59,744 61,955 59,363 59,389 
Total loans and investments, reporting member banks...........++ee0e tt 101,375 108,417 109,786 109,213 
Commercial, industrici, and agricultural loans, reporting member banks.... tt 31,077 32,232 32,378 32,331 
U.S. Gov’t guaranteed obligations held, reporting member banks.......... tt 25,525 30,631 30,747 30,310 
Total federal reserve credit outstanding. ............ccccecceccesceces 26,424 27,235 28,545 28,086 28,232 
SUE EOE «c's sg cctic's « Seat rewiea aha veo ss bpesee sens csaneeeteye ‘ 21,879 19,421 17,441 17,391 17,372 
MONTHLY FIGURES OF THE WEEK Se ae 
Private expenditures for new construction (in millions)........... February......... ‘ $2,390 $2,737 $2,728 $2,581 
Public expenditures fer new construction (in millions)............. February......... P $980 $884 $1,075 $999 
Manufacturers’ inventories (seasonally adjusted, in billions)........ Tree ‘ $45.2 $53.3 $53.6 $53.3 
McGraw-Hill Indexes of New Orders (1950= 100) 
New Orders for machinery, except electrical (seasonally adjusted). .January......... > 104 172 159 166 
Construction & mining machinery.............ccceccceccceecs January........ é. 111 182 138 153 
NOS SE UNUIIG. 6s ace way oo ene din 60:04 as als Ce dS 0s sae January,......... 106 140 132 131 
Pens! U GUOES OFS. occ cu bk as oe Soces Soa cube seeeensceuee January.......... 120 284 310 326 
SODRNETIRS MUUHMBONY, 5 osc inis cn sic ctscncsveedceesoeseeesege Januvary....... on 125 172 189 160 
Other industrial muchinery............cesecccescesess oveden JONUGTY.. sc coes e 95 153 135 144 
CO CRUUINORE 5. oisink cbs wo awceucied bee enusvoneegaie ee Janvary....... see 109 210 234 231 
New contracts for industrial building..............ceeccees 060 sSGROEY. odecs cone 128 129 190 163 
New Orders for Machinery for Export (1957 = 100%)......e00.+-SQMUGIY....ecccce tt 90 128 136 


* Preliminary, week ended ebruary 25, 1961. 
tt Not available. Series revised, 
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t Revised. 
8 Date for ‘Latest Week’ on each series on request. 
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Uncle Sam’s Spirit 


Dear Sir: 

At a recent meeting of the Fed- 
eration Internationale des Vins et 
Spiritueux in Paris, the members 
voted recognition of Bourbon as a 
generic product of the United 
States and limited use of the name 
to whiskey made in this country, 
under U.S. government standards. 
This action has the effect of recog- 
nizing Bourbon as America’s only 
representative spirit and gives it 
the same generic recognition ac- 
corded the United Kingdom’s 
Scotch whisky and _ France’s 
cognac and champagne. 

Bourbon recorded the greatest 
advance of any distilled spirits type 
in the 12-year period, 1949-60. 
This return to prominence coin- 
cided with the increased availability 
of aged Bourbon whiskey in war- 
depleted stocks. 

VicE ADM. WILLIAM J. MARSHALL 
USN (ret.) 

PRESIDENT 

THE BOURBON INSTITUTE 

NEW YORK, N. Y. 


No Welcome Mat 


Dear Sir: 

I suggest at least three further 
steps to help our inadequate tour- 
ist promotions [BW-—Feb.18’61, 
p122): 

1. Halt the atrophy of our pub- 
lic land transport, especially rail- 
roads... . 

2. Drastically revise the institu- 
tionalized xenophobia of our immi- 
gration laws. 

3. Note that foreigners often 
like to walk and would therefore 
appreciate something between 
walking along roads and saddling 
pack mules. 

JOHN E. ULLMANN 
NEW YORK, N. Y. 


A Traveler's Woes 


Dear Sir: 

I sure got a kick out of your 
Marketing item “How a Railroad 
Creates Riders’ [BW—Feb.11°61, 
p66], after just coming back from 
a trip to Chicago. If the cars were 
not 25 years old I will eat my hat. 
It was so cold going there. 
Coming home it was another case. 
I thought we were going to meet 
St. Peter it was so hot. 

RussELL T. STONE 
BROKSTON CHEMICAL CO. 
BROCKTON, MASS. 
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CHICAGO 


McCORMICK PLACE + LAKE FRONT EXPOSITION CENTER 
APRIL 10-13 


Come see everything new, every improvement, in packaging 
machinery, materials, equipment, and services. AMA’s 
National Packaging Exposition is the annual mecca for 
everyone who has products to package. Thousands of ideas 
for you on packaging for protection, sales impetus, and lower 
costs. AMA’s concurrent Packaging Conference, too, with 
three stimulating days of conference sessions that feature 
experts in a wide range of packaging fields. And this year 
the Exposition and Conference are housed in America’s new- 
est and most spectacular exposition hall. Ample parking 
facilities—excellent restaurants—fully air conditioned—just 
seven minutes from Loop hotels. Make your plans and reser- 
vations now for an education in packaging for profit—for a 
unique opportunity to see how you can package better at 
lower costs. 


AMERICAN MANAGEMENT ASSOCIATION 


1515 Broadway, New York 36, N. Y. JUdson 6-8100 
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February’s unemployment figure wil’ be unpleasant—but not really a 
surprise. It’s due for publication in a few days. 

It will be the highest of the year (though not necessarily the highest as 
a seasonally adjusted percentage of the labor force). Probably it will exceed 
544-million. 


But a turnaround is in the making. 


Unemployment usually hits its high either in January or February. 
Then it declines as weather opens up and jobs get easier to find. 


In the East, weather turned as unseasonably bland in the last half of 
February as it had been brutal in the preceding two months. And, for the 
country as a whole, new applications for unemployment compensation fell 
to the year’s lowest point during the week ended Feb. 18. 


March can bring a rise of several hundred thousand in employment, 
particularly if weather smiles. The decline in unemployment rarely is pro- 
portionate, however, for seasonal workers start hunting for jobs. 

Meanwhile, keep an eye on the weeily report on new claims for jobless 
compensation. A continuation of the mid-February decline from the very 
high levels earlier in the year would be a comforting sign. 


_ 


Whether factory output—and employment—show as much improve- 
ment in March as is normally to be expected still depends on autos. 


Production of automobiles usually rises smartly in March. So far, how- 
ever, the portents this year are not favorable. 

The schedule, only a short time ago, called for 480,000 units (BW—Feb. 
18’61,p20). Already that has been pared to a little more than 400,000 
(against February’s 365,000), says Ward’s Automotive Reports. 


And bear in mind that March has three more working days than Febru- 
ary even without allowing for Lincoln’s Birthday and Washington’s Birthday). 


Present schedules indicate first quarter auto production of less than 
1.2-million cars. That would be a poorer showing even than in 1958 and the 
lowest total for the period since 1952 when the industry was subject to 
controls imposed during the Korean fighting. 


? 


Retail deliveries of new cars picked up in the second 10-day period of 
February over the opening 10 days ot the month, according to industry 
reports. Yet they still ran some 18% below the year-earlier level. 

Thus, even taking full account of the weather, the industry has no sign 
as yet that the consumer wants the product. 


Meanwhile production lines are smothered under inventory. 


On the demand side, Detroit gets a kind word this week from the Federal 
Reserve Board’s survey of consumers’ buying intentions: 

About as many people planned to buy automobiles during 1961, at the 
time of the survey, as expressed such intentions a‘ year earlier. And 1960 
turned out the second best year on record for new car sales. 
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Hurt as they are by deferred deliveries and canceled orders from the 
auto companies, steelmakers can be surprised only by the fact that they are 
doing as well as they are. 


Operations in February did, in fact, show a gain over January. And 
further improvement seems fairly well assured for March. 


Estimates of a 10% March rise are deceptive, though. Aided by more 
working days, March can top February’s 6.2-million tons by 10% with a 
daily rate of only 225,000 tons against February’s 220,000. 


Gradual month-to-month improvement in steel still leaves a great deal 
to be desired, of course. To be sure, first quarter output will average out to 
something over 215,000 tons a day, up from 205,000 in 1960’s final three 
months. But it compares with 380,000 this time last year. 


New orders for machinery give no support to the dour school of thought 
that holds that business spending will go to pot this year. 


It’s all very well to say, “Shipments of machinery are holding up because 
of orders placed earlier.” But, when the orders keep coming in, producers 
have something to cheer about. 


And, after slumping from a high average of about $4.8-billion a month 
in 1960’s first nine months, orders seem to have stabilized—October through 
January—at about $4.6-billion (seasonally adjusted). 


In dollars, that’s a good bit better than in the 1956-57 boom. 


If there is any weakness in the figures on new orders for machinery, it 
is that export demand has held up better than domestic. 


January orders from abroad topped December by 6% and the figures 
for a year earlier by 42%, according to McGraw-Hill’s Dept. of Economics. 
Trouble is that if foreign producers are able to speed up deliveries, this 
business may diminish. 


Yet foreign orders are a relatively small part of total machinery book- 
ings. The backbone still has to be pretty good buying at home. 


Weaknesses in the inventory situation, as far as durable goods indus- 
tries are concerned, now are mainly concentrated in transportation equip- 
ment. This is the category that includes the auto producers, and their 
inventory liquidation goes on apace. 


Both in fabricated metal products and in machinery, about half a bil- 
lion dollars worth of inventory was worked off between the peak last 
spring and the end of the year. 


This week, when January figures became available, the rate of inven- 
tory liquidation seemed to have slackened materially for both. 


Manufacturers’ backlogs of orders—down: $5-billion in a year—are 
dropping less rapidly now that new bookings seem to be stabilizing. 


It is true that the value of shipments still exceeds new orders; but 


the margin lately has been much smaller than in earlier months. 
Contents copyrighted under the general copyright on the Mar. 4, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Stocks Head for the Roof Again 


This week, the public joined 








the professionals in buying, bet- 700 . ; 
ting on action to stimulate the } 
economy. 


Wall Street this week ushered in a | : THE BU LL ROARS | 


new bull market. 

For the four months starting just be- 
fore the Presidential election, stock 
prices have been rising. This rise has 
been accompanied by a sharp pickup 
in volume (chart). But, until this week, 
most of the buying came from profes- 
sionals—both speculators and _institu- 
tional fund managers—who had funds 
available and were betting on vigorous 
action by the new Administration to 
stimulate the economy. 

Individual investors, apparently wor- 
ried about deteriorating business con- 
ditions, shied away from new commit- 
ments and supplied most of the stock 
bought by the professionals. 

This week, the public joined the 
professionals on the bandwagon. 
¢ Not All One Way—It was not a one- j | 
way stampede. Some professional 
speculators took profits, and so did some STOCK PRICES 
institutions. But in the most active (Dow-Jones 30 Industrials) 
trading in more than 54 years, stock 
market prices churned upward. At 
midweek, the Dow-Jones industrial in- 
dex—most popular yardstick of market 
prices—climbed to 662—about 17% 
above its 1960 low of last October and 
just 3.5% below the all-time high, set 550 d 
in January, 1960. ox 

Standard & Poor’s more comprehen- 126 
sive stock index actually reached a new 
peak and is now 19% over its last year’s 
low. 
¢ Early Stage—Technical specialists ap- 
pear convinced that the new bull 
market is still in its early stages. Fol- 
lowers of the Dow Theory, which had 
signaled a bear market just a year ago, 
are now talking in terms of a new 
bullish phase. 

They point out that when the Dow 
industrial index punched through 656, 
it passed a major resistance level. If the 
Dow rail average now climbs over 146 
—it stood at 145 at midweek—it would 
“confirm” a bull market and mean an 
early assault on the record high of 685 
for the industrial index. 
¢ Swell of Buying—Whatever the 
technical omens, the public shows no 
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doubt that the market will go up. 
Brokers report a rising swell of buy 
orders from individuals, who appear 
confident that it is not too late to get 
in. They may not be in on the ground 
floor, but they fec# that stocks are still 
cheap. ; 

Institutions got ;in early for a number 
of reasons. For #yne thing, they felt 
that the recession::would be mild and 
relatively short. [or another, they had 
plenty of buying bower. And because 
they feel that th Kennedy Admuinis- 
tration is intent «gi promoting growth, 
with or without i@flationary overtones, 
they consider corgmon stocks the pre- 
ferred medium fa@ participating in the 
growth of the eqfhomy. 

For the most #rt, institutions have 
been buying blu#chip issues, particu- 
larly those they wonsider undervalued. 
A year ago, they were much more in- 
terested in getting the yield—and the 
safety—offered b:s fixed-income obli- 
gations. But in:ihe past few months 
they have been ible to get compara- 
tively decent yielzis on common stocks 
—with the promise of price apprecia- 
tion. : 

Many brokers ;;nd individual inves- 
tors take their #tie from the profes- 
sionals. They sé last year after they 
learned that the¥nstitutions were sell- 
ing. And they}are coming in now 
because of the steady buying by in- 
stitutions. i 
¢ Bargain Hurting—Because _ people 
are coming in aiter a substantial rise 
in market values. they are looking for 
bargains. Much of their purchases 
have been confined to low-priced issues 
—S&P’s index of low-priced stocks has 
climbed to its; highest point’ since 
April, 1960. 

This marks a ,lefinite shift from the 
conservative approach pursued by the 
institutions. It also explains why the 
market as a whole has done so well— 
there has been widespread buying of 
almost every kind of issue. 

This indiscriminate purchasing may 
lead to trouble. For, while analysts 
feel that economic activity will improve, 
they expect only a very spotty and spas- 
modic increase in business—and in prof- 
its. They consider that today’s kind of 
speculative purchasing will inevitably 
bring a correction. 
¢ No Stopping It—But there is no way 
to stop the public from buying. Floor 
specialists who handle the trading on 
the New York Stock Exchange, found 
it difficult this week to keep up with 
the rush of buy orders. 

On Tuesday, the NYSE ticker ran 
18 minutes late—the longest lag since 
the 19-minute-late tape following Pres. 
Eisenhower's decision to run for a sec- 
ond term early in 1956. Volume hit 
5.8-million shares, the highest since the 
7.7-million-day after the first Eisen- 
hower heart attack. And volume in the 
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month of February was the highest 
since October, 1958. 

Some institutions and traders felt 
that the furious bidding for shares was 
an opportunity to unload. Prices still 
rose, which indicated that the demand 
was greater than the supply. 

e Slower Ahead—F'rom now on, the 
market may make headway more 
slowly. For a lot of investors who have 
felt themselves locked in may be willing 
to sell now that the market is approach- 
ing its all-time high. Technicians say 
that Wall Street may be in for a period 
of “indigestion,” and possibly a set- 
back, before it surpasses the old peak. 

But almost everyone in the securities 
business now expects a new high to be 
set this year. And a number of analysts 
have raised their sights. As one put it: 
“I was bullish when the year began. 
But I didn’t expect this kind of rise 
so soon. I thought the market might go 
to 700 or 725. Now I am sure it will 
hit 750 or 800.” 

Some institutions have been alarmed 
by the swift rise and the fevered de- 
mand for stock. One investment man- 
ager put it bluntly: “After a 100-point 
rise, prudence dictates caution.” 
¢ Betting on a Rise—But the remark- 
able rise in prices and the continued 
demand are contagious. Wall Street is 
betting on a rise in business—and in 
profits—and even though economic in- 
dicators continue to show a recession 
tinge, investors are generally unwor- 
ried. 

The rise in prices may be startling, 
but it is not altogether unexpected. 
Ever since World War II, the market 
has staged some of its most significant 
advances in anticipation of an eco- 
nomic upturn, but while the economy 
was going downhill. 

To be sure, some analysts think that 
the current “discounting” has pro- 
ceeded too fast. On most indexes, in- 
dustrial stocks now are priced at 20 or 
more times earnings, to yield a little 
more than 3%. Back in 1958, at a com- 
parable stage of the business cycle, in- 
dustrials sold at a p/e ratio of 17 times, 
to yield 3.25%. Thus, based on his- 
torical precedent, there isn’t much 
elbow-room for a further dramatic in- 
crease in prices. 

For all of this, however, inflationary 
fears don’t appear to be as dominant a 
reason for buying stocks now as they 
were in the 1958 stock market upturn. 
A bias toward equities exists, and insti- 
tutions will continue to gradually in- 
crease their equitv holdings. 

For example, AT&T’s pension fund 
—which started buying stocks two years 
ago—added another $92-million in 
stocks to its portfolio last year, bringin 
its equity holdings to 6% of total fund 
assets. But there seems to be no pell- 
mell rush toward stocks solely to hedge 
against inflation. 


Tangle¢ 


information tabulated at the 
right gives no clear answer to the major 


The 


question overhanging the electrical 
equipment manufacturers and _ their 
hundreds of customers as a result of the 
Justice Dept.’s successful prosecution of 
charges of price-fixing and bid-rigging. 

The question is simple: How much 
financial damage, if any, was done and 
to whom when the equipment makers 
got together to set prices and carve up 
the market? 

The answer is not simple. Only a 
staggering amount of detailed study of 
past purchases by government bodies, 
private and public utilities, and indus- 
trial customers can provide it. 
¢ Multiple Problems—The large ques- 
tion is complicated by a raft of others. 
For example: 

¢ On what basis does someone who 
bought equipment during the admitted 
conspiracy go about establishing just 
how much he was overcharged—and 
whether he was? 

e What purchases of equipment 
are covered? Only those products in- 
volved in the seven instances in which 
guilty pleas were entered? Or will it be 
possible to establish damages in the no- 
contest cases, amounting to an esti- 
mated 30% of the volume covered by 
the indictments? 

¢ How many customers of the 
manufacturers will try to prove they 
have suffered damages? 

It is the thus far undetermined an- 
swers to these questions, plus many 
smaller ones, that eventually will meas- 
ure the full economic impact of the 
conspiracy on the industry. 

Right now the only certainty is that 
thousands of man-hours are being spent 
by accountants, purchasing agents, and 
lawyers digging through reams of paper- 
work. It probably will be months be- 
fore their work can give a clear picture 
of all the claims. 
¢ Varying Attitudes—Up to now, the 
estimates of total damages largely have 
been wild guesses based on a miasma of 
misinformation and premature specu- 
lation. Some _ utilities, for instance, 
aren’t at all convinced they were dam- 
aged or paid excessive prices. Tampa 
Electric Co. says, ““We don’t antici- 
pate any damages.” The company 
figures it bargained so hard it couldn't 
have paid too much. On the other 
hand, E. H. Will, board chairman of 
Virginia Electric & Power Co., last week 
told security analysts in Dallas: “There 
is no doubt that many electric utility 
companies have been hurt and some 
adjustments must be made.” He added 
that a “utility group working on the 
case” estimates total damages will hit 
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e(ftermath of Price-Fixing Case 


PROBLEM 


Without admitting damages to 
customers because of conspiracy, 
equipment makers want to settle 
any claims out of court to avoid 
possibility of bigger awards and 
bad publicity. 


After sensationally successful pros- 
ecution of antitrust case, Justice 
Dept. must now determine how far 
it wants to go in establishing fi- 
nancial penalties. 


Are determining best way to pro- 
ceed in order to recover triple dam- 
ages if any can be proved; political 
pressure to sue is great. 


To sue or not to sue is big question; 
long study of past purchases is 
needed; litigation is costly; rate 
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the} $1-3; Los Angeles’ city attorney 
first said he would sue some 15 to 20 
that} companies for $25-million. But later 
pent} the California attorney general’s office 
and} said the Southern California public 
ipet-}_ agencies probably had been overcharged 
be-} about $5-million during the four-year 
ture} period, thus could collect triple dam- 
ages of $15-million. But he cautioned 
the} that winning any antitrust case is no 
have} cinch. In Seattle, the talk is that over- 
a of} charge claims will run to about 10%. 
ecu-| * How Do You Calculate?—But any 
nce,{ estimate of specific or even general 
lam-| damages is still rough guesswork. No 
mpa} one has spelled out in any detail just 
tic: | how damages might be arrived at. 
any} Tampa Electric has an accountant 
dn’t} checking prices paid during a period 
ther} prior to the one covered in the con- 
1 of | victions. He applies a formula to cover 
reek | wage, material, and other cost increases, 
rere} and comes up with a theoretical price 
lity} the equipment should have carried. 
yme| Against this curve are placed prices the 
ded} utility actually paid. If the lines cross, 
the} refunds are in order. Even this is a 
hit} vague approach. 
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base could be affected, with re- 
bates to customers. 


Political 
verdict forces strong stand to make ; 
utilities recover damages, 


hot potato. Price-fixing 


Ao ne acti 


And there is room as to just what the 
period covered by the conspiracy is. 

The years covered by the indictments 
vary from case to case. The earliest 
date set was 1951, but the majority of 
indictments date back to 1957 or 1958. 
Justice Dept. attorneys said they felt 
sure that the conspiracies had been in 
existence for many years before the 
period of indictments, but the plead- 
ings in court gave no indication of this. 


|. Industry Position 


For their part, the three companies 
most affected—General Electric Co., 
Westinghouse Electric Corp., and Allis- 
Chalmers Mfg. Co.—have (1) refused to 
admit that customers were overcharged 
or damaged by the conspitacy, and (2) 
made it clear they will fight any suit 
that is brought in court. 
¢ Negotiation Offer—Nevertheless, they 
have offered to negotiate with any cus- 
tomer who thinks he has been damaged. 
Each of the companies has named a spe- 
cial officer to handle relations with 
claimants. 


| Who Stands Where on Price-Fixing Claims 


STATUS 


Three major companies — GE, 


Westinghouse, Allis-Chalmers — 
have named special officers to 
handle negotiations with cus- 
tomers; only preliminary con- - 
tacts made. 


Damage suit covering purchases 
by about 20 federal agencies is 
promised by mid-April; TVA is 
being treated separately. 


National Institute of Municipal 
Law Officers has appointed task 
force to see if one big joint suit 
is feasible; other joint actions 
likely. 


Studies are being made. Most 


likely result: negotiation with | 


manufacturers. 


Most state bodies are requesting 
utilities to submit data on pur- 
chases, with implied threat of | 
_ gate changes if actionisn'’ttaken. — 


GE recalled Charles E. Wilson, for- 
mer president, to head up its nego- 
tiating team; Westinghouse brought 
George L. Wilcox, head of its Ca- 
nadian operations, into Pittsburgh for 
the same purpose; and Allis-Chalmers 
designated Chester W. Schweers, as- 
sistant to the president. 

Some utilities have been approached 
already on a preliminary basis, but it will 
be some time before any hard negotia- 
tions take place. 

Right now, the equipment makers 
themselves are still gathering facts on 
prices and the market situation. These, 
in broad general terms, will be shown 
to the customers involved to give them 
some idea what kind of facts will be 
used in individual cases. Then the cus- 
tomers presumably will be in a position 
to put their own data together, and, if 
a claim seems called for, they will ask 
the manufacturers to sit down and talk 
specific cases. 

In some instances, one of the three 
major companies will act as negotiator 
for the others. But in the case of major 
purchasers who have had multiple deal- 
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ings with all of the industry, negotia- 
tions may be held jointly. 

This willingness to negotiate is an 
obvious device to maintain friendly rela- 
tions with the electrical industry as well 
as to avoid costly trials, the possibility 
of even bigger damages through court 
action, and the bad publicity that an 
open airing of the conspiracy would 
produce. 
¢ Marshaling the Facts—The com- 
panies are far from readv to admit that 
prices have been out of line. Thev 
have teams working to prove their case. 
In their defense, thev cite the low cost 
of electricity compared with any other 
prices and the favorable comparison 
between price increases for electrical 
equipment and for other machinery 
as shown in Bureau of Labor Statistics 
data. 

The question arises, of course: If 
prices weren’t fixed above the going 
market, then why the conspiracv? The 
industry’s answer seems to be that the 
chaotic conditions during the famous 
1954-55 “white sale” of major equip- 
ment resulted in attempts to stabilize 
a market that, if left alone, might well 
have bankrupted smaller and less well- 
heeled companies. This in itself, the 
argument runs, doesn’t mean prices 
were higher than they should have 
been. 

There are other facts the companies 
might preseng One is the declining 
earnings of tye industry despite hefty 
growth in y#lume. Another is that 
lower price @iotations for big equip- 
ment, put ins effect after the Justice 
Dept. began @ts investigations, partly 
can be attrigited to (1) sharp ad- 
vances in pf¥Puction technology and 
(2) the need#> keep shops and work 
forces of hig§J paid workers and en- 
gineers toge@r in a period of ex- 
tremely slacl@-mand. 
¢ Pricing tafhculties—The whole 
question of §fat prices should have 
been, ‘comp: to what thev actually 
were during period covered by the 
indictment, }: £omplicated by the very 
complexity ¢ sthe products, their dif- 
fering end us«-* and variations between 
similar equips.ent. Charles FE. Wil- 
son, GE’s spcial negotiator, puts it 
this way: “Pigs aren’t alwavs pigs. And 
transformers aren’t always the same, 
either. It would ease things if this 
weren't true.” 

No single base-point on which to 
mount their price case has been de- 
vised vet by the companies. Wilson 
says one will be—but it can’t be talked 
about till it is in shape to be used in 
negotiations. 














ll. Government Plans 

A clearer picture of what kind of 
damage claims can be expected may 
emerge by mid-April. That’s when the 
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government plans to file its first suit 
for damages. The government, as prose- 
cutor and as a major buyer of electrical 
equipment, will plav a kev role in all 
the claims and counterclaims. At least 
20 federal agencies, in addition to the 
Tennessee Valley Authority, have 
bought equipment from the manu- 
facturers involved in the suits. TVA 
blasted open the whole case by ques- 
tioning persistent identical bidding. 
Justice Dept. lawvers carefully dis- 
tinguish between TVA and other gov- 
ernment agencies when talking about 
damages. They identify TVA as a gov- 
ernment corporation, suggesting the 
possibility that TVA may trv for triple 
damages. Under antitrust law, the fed- 
eral government itself can recover only 
actual damages, although there’s a possi- 
bility Justice may go after double dam- 
ages under terms of the Fraudulent 
Claims Act. 
e Factual Help—Besides developing its 
own case from the mass of evidence it, 
collected during preparation of the in- 
dictments, the government is helping 
states and cities—but not private utili- 
ties—by furnishing them data on re- 


quest. But it isn’t helping prepare 
cases. Facts on information submitted 
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Three Congolese Armies Band Together 


A new military alignment is shaping 
up in the Congo. 

Until this week, Congolese forces 
served under divided leadership. Now, 
three small armies—those under Moise 
Tshombe (whose household guard is 
shown above) of independent Katanga 
Province, Pres. Joseph Kasavubu of the 
Leovoldville regime, and Albert Kalonji 
of South Kasai—have joined in a united 
military front. ‘Tshombe’s troops have 
Belgian officers. 

These leaders have banded together 
to block the ambitions of Antoine Giz- 
enga, successor to the late Patrice Lum- 
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to the court, such as whether a city 
or state was mentioned in the com 
plaints, are furnished. Grand jury evi- 
dence remains secret. 

There is some speculation, despite 
public announcements, that the gov- 
ernment will settle out of court on a 
negotiated basis. Certainly, General 
Electric, for one, has made no secret of 
the fact that it wants to negotiate di- 
rectly with TVA, It may be that the 
government figures the industry has 
been hurt so much already it can’t risk 
further repercussions, including long 
proceedings ticing up federal courts. 


Ill. Municipal Action 


It appears highly likely that numer 
ous cities and municipally owned utili- 
ties won't be satisfied with anything 
but court action. They have been the 
most vocal in claiming huge damages. 
What’s more, they may be the instr 
ment through which the price-fixing 
charges get aired in open court. 
¢ One Big Suit?—Attormeys from 60 
cities, members of the National Insti- 
tute of Municipal Law Officers 
(NIMLO), met in Washington _ last 
week to make plans for collecting data 


% 
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umba, of Stanleyville. Tshombe may 
turn against U.N. troops as well. At 
midweek, sentiment against the U.N. 
was mounting in Katanga and in Leo 
poldville. 

The U.N. will be caught in the mid- 
dle if the civil war gets worse. Em- 
powered now to use force if necessary to 
keep peace in the Congo, the U.N. 
force would antagonize influential Afri 
can countries that are leftist if it clashes 
with Gizenga’s troops. And if it fires 
on the anti-Gizenga forces, it will be 
attacking regimes that usually are pro 
Western. 
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on bids going back to 1951. A task 
force was appointed to study the pos- 
sibility of filing one big suit, which 
would seek damages not only on prod- 
ucts involved in the cases in which 
guilty pleas were entered, but also on 
equipment included in the no-contest 
cases. It might even include equipment 
not covered by the indictments. 

This would give the equipment 
makers this choice: Arrive at out-of- 
court settlements across the board or 
be subjected to a full hearing in open 
court of all the detailed charges against 
them. There’s no need for establish- 
ing violation of the law on pleas of 
guilty in order to collect triple dam- 
ages. But no-contest pleas, in which 
no guilt is admitted, leave it up to the 
plaintiff to establish guilt. That would 
mean open court hearings on the con- 
spiracy charges. 

David Berger, Philadelphia city so- 
licitor and a member of the NIMLO 
task force, says his city definitely will 
sue, but thinks it is likely there will be 
a big joint suit to prove conspiracies be- 
yond the cases covered by guilty pleas. 
“I feel,” he says, “we could prove con- 
spiracies, and then have a series of lit- 
tle suits for damage claims.” 

In six weeks, NIMLO hopes to have 
data from cities showing evidence of 
conspiracy, with a decision soon after 
that on a course of action. 
¢ Some Reluctance—Not ail cities are 
as dedicated to suing the manufactur- 
ers as the NIMLO officers. Some hint 
they don’t want to tangle with the 
companies simply because it would be 
costly, and also because they want to 
be known as “good places for doing 
business.” John C. Melaniphy, Chi- 
cago corporation counsel and head of 
NIMLO, said one city “has had pres- 
sure put on it by GE.” In Washing- 
ton, a GE spokesman said “we are 
taking a reading on it.” But he said 
as far as the company knew “nobody 
has brought pressure to bear on any 
city to avoid bringing a suit.” 


IV. Utilities Dilemma 


Unlike the cities and the federal gov- 
ernment, which obviously have to take 
political factors into account, most pri- 
vate utilities have no desire to seek 
triple damages by court action. In fact, 


‘| the intertwined interests of the utilities 


and the equipment manufacturers 
makes many of them reluctant to admit 
even the possibility of real damages. 
They know that only through the re- 
search and development expenditures 
of the manufacturers have they been 
able to maintain low-cost electricity. 

What’s more, any damages recovered 
would do the utilities themselves little 
good and simply result in complicated 
teadjustments with their own custom- 
ers, since utilities aren’t permitted to 
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accept windfall profits. Rate changes, 
either past or future, could be affected. 
¢ Outside Pressures—On the other 
hand, stockholder attitudes and mount- 
ing pressure from state ratemaking com- 
missions preclude any failure to seek 
whatever damages can be determined. 
The equipment makers themselves real- 
ize this, and aren’t going to negotiate 
lightly with these customers, who make 
up the bulk of their business. 

Utility commissions in Florida, Penn- 
sylvania, Illinois, Wisconsin, California 
—to name a few—already have told the 
regulated utilities that they are expected 
to dig out figures and diligently seck to 
establish damages. Their obvious threat 
is to take a dim view when any new rate 
cases come up. 

Like everybody else involved in the 
ramifications of the antitrust suit, the 
utilities are waiting for information. 
Some say the manufacturers have talked 
to them, just as an initial contact; others 
are waiting for the negotiators to appear. 

Only a handful are willing to say that 
they will go to court if necessary to col- 
lect damages. Most, apparently, are 
agreeable to the plans of the equipment 
makers to set things straight, if specific 
damage can be established. 


Cordiner Steps Down 
As Chairman of BAC | 


Ralph J. Cordiner, chairman and 
chief executive officer of General Elec- 
tric Co., resigned this week as chair- 
man of the Business Advisory Council, 
a group of industrialists who meet with 
the Secretary of Commerce. He will 
remain as a BAC member. 

Cordiner said he was quitting the 
BAC post because of the early retire- 
ment of Robert Paxton, GE president. 
Cordiner is assuming both the jobs of 
president and chairman at GE until a 
successor is elected. Paxton planned 
to retire at age 60 next January, but 
convalescence from surgery prevented 
him from standing for reelection as a 
director at the annual meeting Apr. 26. 

A couple of weeks ago, Commerce 
Secy. Luther H. Hodges was asked 
about the suitability of Cordiner re- 
maining as BAC chairman in view of 
the antitrust decisions against the elec- 
trical equipment industry. He said it 
was up to the BAC to decide, but added 
that “I do not like anything of the 
character I saw in the newspapers.” 


Kennedy Speaks on Resources 


He calls for massive government effort in development 
of natural resources and outlines Administration plans for river 
projects, electric power, and other areas. 


Pres. Kennedy has pledged his Ad- 
ministration to carry out a comprehen- 
sive program of natural resource develop- 
ment and to spend whatever is justified 
to meet rising demands for water, hy- 
droelectric power, minerals, and forest 
products. His stand switches the em- 
phasis from development through pri- 
vate enterprise to long-range federal 
planning and public development. 

e Spending More—In a message to 
Congress rejecting former Pres. Eisen- 
hower’s “‘no new starts” policy in water 
and reclamation projects, Kennedy out- 
lined the Administration’s new program. 
Specific projects will be spelled out in 
the coming months. The cost the first 
year is expected to run $100-million to 
$200-million over Eisenhower’s budget. 

To lay the groundwork for long- 
range planning, Kennedy is authorizing 
the Council of Economic Advisers to 
study available resources in relation to 
future needs and economic growth. A 
new Presidential advisory committee of 
government and civilian experts will 
report to the council. 

In his resources message, Kennedy 
stressed the following areas: 

Water resources. He ordered the 
Budget Bureau to work out a schedule 


of new water and reclamation projects 
“taking into account the availability of 
funds.” He urged Congress to establish 
planning commissions for all major 
river basins to draw up comprehensive 
development programs by 1970. The 
Senate was urged to ratify a treaty 
with Canada for joint development of 
the Columbia River. 

Water pollution. Kennedy wants 
Congress to double the current $50- 
million-a-year program of matching 
grants for construction of sewage treat- 
ment plants. Eisenhower vetoed such a 
measure last year. 

Conversion of saline water. The 
President asked Congress to double 
from $2-million to $4-million a year 
the amount spent on research for con- 
verting sea water to fresh water. 

Electric power. This Administration 
strongly favors public power. Power 
will be included in all multiple-purpose 
river projects where feasible. It will be 
sold at “the lowest possible rates,” 
with preference to public agencies. 

Kennedy has asked Interior Secy. 
Stewart L. Udall to develop plans for 
“early interconnection” of geographic 
areas with high-voltage transmission 
lines. 
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DAYTONA BEACH’S $3.5-million auto race track, scene of annual stock car speed races, 
has been “off limits” for Detroit since auto presidents banned participation in 1957; but 
this year visitors from auto capital were much in evidence at final big weekend. 
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a 


WILLIAM L. MITCHELL, GM vice-pres- 
ident for styling (with hat), visits pit area 
at track where race cars are serviced. 


Detroite 


In sandy, sportive Daytona Beach all 
last month swarms of hopped-up cars 
growled away from traffic lights, headed 
tor the new $3.5-million race track just 
outside of town, or the beach—visible 
and audible signs that the National 
Assn. for Stock Car Auto Racing 
(NASCAR) was holding its annual, 
month-long rites in honor of speed and 
performance. 

And, for the first time since June, 
1957, when Detroit banned even a men- 
tion of these events, much less partici- 
pation in them, there was evidence 
(pictures) of some “‘off-limit” visitors 
from the auto capital. 

Of course, everyone in Detroit knows 
—or savs he does—that it’s economy, not 
performance, that sells cars today; all 
the market analyses and surveys show it. 
The customers say, “We want econ- 
omy; and Detroit says, “Here it is, 
in a nice, small automobile.” And the 
customer says, “Yes,” that’s all I can af 
ford, and I wouldn’t be caught dead in 
a great big car, anyway—I’m no square. 
But it would be nice if it had a little 
more acceleration; you know, just for 
safety’s sake. “Well,” Detroit asks. 
“how about a nice, compact 500-hp. 
engine in that nice, small car?” “But 
would that be an economy car?’’ asks 
the customer. “Oh, of course, it would,” 
Detroit answers. “It’s small, isn’t it?” 

Economy or no, on the weekend of 
the big race at Daytona Beach last Sun- 
day, there were two General Motors 
aircraft on the ramp of the airport. 

Vacationing in Daytona on the same 
weckend were GM’s vice-president for 
styling, William L. Mitchell; Chevrolet 
chief engineer Harry I’. Barr; Chevro- 
let’s sports car expert, Zora Arkus 
Duntov; Plymouth’s police car specialist 
and former racing great, Ronney House 
holder; GM’s Robert F. McLean, in 
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WALTER MACKENZIE, Chevrolet staff 
engineer (right), chats with Zora Arkus 


Duntov, Chevrolet high-performance expert. 





; 
Fs . 
RONNEY HOUSEHOLDER, in charge of 


performance engineering for Plymouth, and 
a former racer, gets feel of the track again. 


o to the Races Again 


charge of automotive design research; 
and a bevy of public relations men and 
lesser engineers from Buick, Ford, and 
Chrysler. 

e Conflict—Time was when the auto 
factories backed racing with a deep 
dip into their pocketbooks. At the 
height of the horsepower race, Ford 
Motor Co. spent about $3-million in 
one vear to keep Fords on top. Then 
came 1957 and the resolution banning 
participation, adopted unanimously by 
the auto presidents, who make up the 
board of the Automobile Manufactur 
ers Assn., to protect the industry from 
the threatening wrath of safety-minded 
lawmakers. 

But the ban has never had the whole- 
hearted support of division vice-presi- 
dents responsible for selling cars. And 
some dealers grumble. 

J. Saxton Lloyd, Daytona Buick- 
Cadillac dealer and former president of 
the National Automobile Dealers 
Assn., sums up the basic conflict. “I 
think I have a sale made,” he says, 
“and then the man walks away and I 
never see him again. I find out what 
happens. The man goes home and 
talks to his teen-age son, and the son 
says, ‘Dad, Buick’s a dog.’ It isn’t, but 
the kid never saw a Buick out on that 
track.” 

It’s Lloyd’s opinion that perform- 
ance ranks at least fourth as a clincher 
in every non-compact car sale. He 
notes with favor that Buick recently 
announced a hot-rod kit for its com- 
pact Special (it’s the Special, too, that 
offers buyers a 185-hp. engine). 
¢ Plus Business—Not all auto makers 
shun the track to the extent Buick has. 

Numerous factory surveys register 
an average, pessimistic 7% of car 
buyers motivated primarily by “get up 


, in) and go” in a car. That comes to +00,- 
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000 or more car buyers in an average 
sales vear—nice plus business, and Pon- 
tiac, for one, is aware of that. With 
plenty of factory cooperation, even if 
somewhat roundabout, Pontiacs took 
the first three places in last Sunday’s 
500-mile late-model stock car race. 

Over 65,000 people watched this 
clean sweep. Earlier in the month, a 
smaller number saw Valiant clean up 
the compact car race with a publicly 
available hot-rod engine (50% more 
horsepower for $432 more). 

Nobody except those in the business 
knows how the whole cost of a racing 


Tete 





ACCIDENT-—one of two serious ones at this year’s races—wrecks Lee Petty’s 1961 Plym- 


car is paid, but Daytona’s Saxton Lloyd, 
who was turned down by Buick on this 
proposition, says all the factory would 
have to do would be to ship an inter- 
ested dealer 30 or so “brass hat” cars— 
which are substantially discounted un- 
der normal dealer cost. Then the dealer 
could afford to make a race car out of 
a couple of them. 

¢ Stepping In—With Detroit bowing 
out of any official financial support of 
the races, others on the fringes of the 
automotive industry have taken up. the 
tab. ‘The goal of their spending is not 
only Daytona, which itself is but one 
of five major racing facilities in the 
U.S. More spectators than attend or- 
ganized baseball watch stock car racing 
at hundreds of smaller tracks. 

NASCAR’s Pres. William Henry 
Getty France paid out last vear $1.9- 
million in prize money to his 3,000 or 
so active drivers. 

The payout from the blue-chip auto- 
motive supplier companies comes on 
top of this; such companies will pay 
upward of $2,500 to the winning driver 
in a major race if he uses the com- 
pany’s product. Among them are Elec- 
tric Autolite, Champion Spark Plug. 
Pure Oil, Perfect Circle, Firestone, 
Goodyear, Monroe Auto Equipment; 
Dow Chemical, and Gabriel Co. 

For the companies, the rewards come 
in stickers emblazoned on the race car, 
liberal mention during the radio and 
'V commentary that is part of ever 
race, plus the driver’s release for ads. 
¢ Racing for Sales—Nobody has tried 
to total up the expenditure, or the 
promotion benefits, but Autolite’s case 
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outh; Petty was hit from behind by Johnny Beauchamp in a 150-mph. collision. Beauchamp 
walked away, but Petty, several times champion, may be permanently sidelined. 


25 











may be typical. Autolite found itself a 
sad third in the replacement spark 
plug business, according to Sales Vice- 
Pres. E. R. Stroh; spark plugs account 
for $22-million of its $221-million 
annual gross. Champion claims 45% 
of the 400-million plug replacement 
market. GM’s AC Spark Plug Div. has 
31%, and Autolige trails at 12%. 
Taking a cue fom Champion, and 
from his previous ‘experience at Holley 
Carburetor Co., Stroh decided to bet 
on the races—anji, Autolite is backing 
up his decision ‘to the tune of $1.7- 
million this year. { ‘Car racing and the 


world of automotive profits are synon- 
vmous,” says Stroh. 

On top of this $1.7-million tab, Au- 
tolite is sponsoring a TV film, The 
Racer—cost, $2.25-million—which will 
be previewed in September. 
¢ Echoes—Any Detroit sales manager 
would gladly echo Stroh—if he dared— 
in this theory of how to pursue the 
plus business. But an observer who 
bluntly put to a former high auto 
official now serving as NASCAR com- 
missioner the question whether the 
factories were back in racing got no 
answer. 


Ws. Germany Still at Odds 


West | 
pressure to ing 


and aid bills 






After nearly s:$ months of virtually 


#3 


continuous andj often acrimonious 
negotiations, Wsyiington and Bonn 


today seem almest! as far apart as ever 
on the question sf how much West 
Germany should.#:crease its contribu- 
tion to the West’s‘defense and aid costs. 
The wide differg:ces on this question 
already have “sured U.S.-German 
relations. 
e Light Dims—i,wo wecks ago, top 
officials of the Kenedy Administration 
saw the situatio: in a far brighter 
light. After a visit from Foreign Min- 
ister Heinrich <on Brentano, these 
U.S. officials felt rather sure they 
finally had naile¢ the Germans down 
on both aid anil defense. But von 
Brentano had been home scarcely a 
week when it appeared from speeches 
by Economics Minister Ludwig Erhard 
and Finance Minister Franz Etzel that 
Bonn still hasn’t committed itself to 
much more than it had during the con- 
troversial visit that former Treasury 
Secy. Robert B. Anderson made to the 
West German capital last October. 
The big point at issue for the mo- 
ment is whether or not Bonn is com- 
mitted to putting its development aid 
on a “continuing basis.” At his press 
conference this week, Pres. Kennedy in- 
sisted that this was the understanding 
reached during von Brentano’s visit. 
¢ Background—To understand what 
the differences are, and what’s at stake, 
vou have to go back to last October 
and follow the course of the negotia- 
tions: : 
to Bonn 


Anderson’s mission was 
closely tied in with Pres. Fisenhow- 


er’s 10-point program to cut U.S. gov- 
ernment spending abroad and thereby 
reduce the drain on U.S. gold reserves. 
Anderson asked the Germans to make 
two commitments—first, to launch a 
long-term aid program of somewhere 
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3ermany seems to be stubbornly resisting U. S. 
lease substantially its share of the West's defense 
And there’s little prospect of agreement. 


near $]-billion a vear; and second, to 
pick up (or offset) the $650-million that 
the U.S. spends annually for military 
purposes in West Germany. 

¢ Counter Offer—The Adenauer 
ernment agreed to set up a one-vear aid 
program and to consider a permanent 
one—but flatly and resentfully rejected 
Anderson’s second request. Then, as a 
special concession, it made a condi- 
tional offer to prepay the remaining 
$787-million of West Germany’s post- 
war debt to the U.S. The condition 
was that Washington deduct $200-mil- 
lion of this total to cover the German 
assets seized by the U.S. during World 
War II. Anderson flatly .rejected this 
offer. 

Between the Anderson and von 
Brentano missions there were further 
developments: U.S.-German  discus- 
sions at a lower and quicter level, con- 
siderable Democratic criticism in this 
country of Anderson’s blunt tactics, a 
change of Administration in Washing- 
ton, and Pres. Kennedy’s strong state- 
ments and special message to Congress 
on the balance-of-payments problem. 
In the message to Congress, the Presi- 
dent put great stress on the need for 
Europe to share our defense and aid 
burdens. 
¢ On Target—When von Brentano 
arrived in Washington, Kennedy and 
his top aides used somewhat different 
tactics than Anderson had, but they 
really were shooting for the same 
things. And by the time the talks were 
over, the Administration felt that it 
had pinned the Adenauer government 
down on three points: 

¢ A long-term aid program of 
grants and loans that would be put on 
a budgetary basis and amount to as 
much as $]-billion a year. (Brentano 
himself used this figure publiclv.) 

e Sufficient increase in German 


cTO\- 
goV 


purchases of U.S. arms and German 
contributions to joint NATO projects 
to make Bonn’s total annual spending 
on both counts equal to U.S. military 
spending in West Germany. This 
would wipe out the $375-million 
that Bonn now gets from these U.§, 
expenditures as a “net increment” to 
its foreign exchange reserves. 
e Prepayment of Bonn’s postwar 
debt without any strings attached. 
Today, however, it seems to be a 
real question as to how far Bonn is 
committed on any of these points. 
¢ Only First Aid—In the case of aid, 
the German government doesn’t seem 
to have any intention of committing 
itself any time soon to a $l-billion 
program of loans and grants. Both 





Erhard and Etzel have publicly de 
clared that Bonn’s development aid 
shouldn’t exceed about $600-million 4 
vear, or 1% of the nation’s gross na 
tional product. 

Bonn’s resistance to any substantial 
and continuing aid commitment stems 
from its concern over raising the money, 
The government is dead set against 
increasing taxes either this year or i 
the future. 

Then, there’s the fact that most 
government officials and most German 
businessmen balk at the idea of sub 
stantial grants or long-term, low-interes 
loans such as Washington’s Develo 
ment Loan Fund extends. In fac 
most German development loans mad 
this year will be for five to ten vean 
and carry about 6.5% interest. 

There’s another respect in which the 
German approach to development aidj 
differs from that in Washington. 
Whereas U.S. aid tends to go where 
the need is greatest, the Germans 
prefer to pick recipient nations on the 
basis of size, political influence, and 
future market opportunities. Thus, 
countries such as India, Pakistan, and 
Turkey—already beneficiaries of short 
term credits—probably will be at the 
top of any German aid list. 
¢ Military Spending—When it comes 
to offsetting U.S. military expenditures 
in Germany, the Adenauer government 
undoubtedly will increase its arms pur 
chases in the U.S. by a sizable amount 
—perhaps by enough to reduce our net 
dollar drain this year to $250-million. 
As for the rest, the Germans apparently 
intend to bargain within NATO andj 
perhaps within the Organization for 
Economic Cooperation & Develop 
ment, once this body is set up. 

There are conflicting reports about 
the chances for prepayment of the 
postwar debt. But at midweek the 
word in Bonn was that $587-million 
prepayment would still be tied to am 
understanding with the U.S. that 
the remaining $200-million eventually 
would be waived as compensation fej 
the assets. 
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“T like a man who knows his business. Ray Ebe does, and so do his people 
here in Poughkeepsie. It’s a pleasure to work with them. You feel confident 


| 3 . 33 
ova they ll doa good job for » tats Those are the words of George R. Bennett, Jr., above left. 
lon Mr. Bennett is president of The Federal Bearings 
° Co., Inc., one of the nation’s largest producers of 


ntly 
ail | Y ) Pp i ¢ ~¢ | i ) ball bearings. Here he chats with Ray Ebe, American 
fe A Mutual’s sales manager in Poughkeepsie. Through 


for 
constantly improving insurance protection, Federal 


‘lop 
Chae @ y VI Bearings has enjoyed Workmen’s Compensation in- 


bout surance rates which over the past five years have 


a MVN=11lb nan T-101-97N\(ol siete), 1-9-1. hz averaged 24.7% lower than its industry. 
llion b Mole ay Vaal-laleot- tale {leh ael- tit —1-1a alel_-m —> 4-lele hah 4 -mil-a ie dal The secret of = ability to provide better protection 
> an Yellow Pages. He lean‘ expert in Warne at lower cost lies in the thoroughness with which we 
that Compensation, all forms of Liability, Cemaneae select and continuously train our servicing people. 
tally A OE a Because of these special qualifications all of our serv- 
for © 1961, American Mutual Liability Insurance Compant ice people, located in 81 offices throughout the U.S., 
Wakefield, Massachusetts may be a little more valuable to you in many ways. 
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In Business 


Antitrusters Launch Two Suits 


To Stem Rush of Bank Mergers 


The Justice Dept.’s new hard line on bank mergers, 
applied in two cases within a weck, stands in the way of 
the rush of baak consolidations (BW —Feb.4’61,p31). 

(he antitrugters are making a test case of the pro- 
posed merger if Philadelphia "National Bank, the city’s 
second largest,#with Girard Trust Corn Exchange Bank, 
which ranks tlsrd. ‘Together, with assets of about $1.8- 
billion, the b: ks would rank about 15th in the nation 
and would dis §ace First Pennsylvania Banking & ‘Trust 
Co. (No. 20 i the nation) as the city’s largest. 

Only a day: ifter Comptroller of the Currency Ray 
M.G idney, who regulates national banks, had approv ed 
the merger fos ma stockholder vote next month, Justice 
filed an antitryt suit to block the deal. 

The govern¥Yent seeks a new interpretation of what 
constitutes an. antitrust violation banking. In the 
case of banki::g, unlike other businesses, the Clayton 
Act covers o1:sy acquisitions of stock and not acquisi- 


tions of assets#:; So banks have merged by exchanging 
stock with o:g§ bank winding up owning their com- 
bined assets. : 'ustice Dept. now contends this is an 


tock that comes under Clayton Act rules. 

The antitristers also charge that the Philadelphia 
merger would yiolate the Sherman Act by concentrating 
economic pow¢t. 

(he Philadé\phia banks say thev will fight the case 
to the last ditch. The city needs a larger bank, they say: 
“Our area ranks fourth in industrial production, but our 
biggest bank only ranks 20th in size.” 

This week, }ustice filed a similar suit to halt merger 
of the First National Bank & Trust Co. and Security 
Trust Co. in exington, Ky. 


* 
: 


acquisition of ; 


M e oy € 


“ee 


Rails Balkeg on Lower Freight Rates, 
Airlines Moy Be Able to Offer Them 


Two government agencies this week announced deci- 
sions that may have a major impact on competitive 
modes of transportation and on shippers. 

The Interstate Commerce Commission rejected a rate- 
cutting innovation proposed by railroads to recapture 
freight lost to trucks. In an important test case involving 
carpet shipments between Amsterdam, N. Y., and 
Chicago (BW ..-Nov.5’60,p47), the commission found 
contract, or guaranteed, rates offered by the New York 
Central RR to: }e unjust, unreasonable, and a destructive 
competitive de ice, Railroads had hoped to give shippers 
substantial rate cuts in return for agreement to move a 
fixed percentagg of their traffic by rail. 

The Civil A*%ronautics Board tentatively decided to 
revoke minimux,s for air cargo rates. More than 12 years 
ago, CAB set # floor under rates to combat cutthroat 
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competition that then threatened to undermine the ait 
cargo business. With the prospect of lower operating 
costs and greatly expanded cargo capacity (BW —Feb, 
25’61,p45), it believes airlines should be given maximum 
tate flexibility. 

The board had given interested airlines, shippers, and 
ether parties 20 days in which to file comments. 


Milwaukee Directors Serve Notice 


That Rail Merger Terms Must Be Fair 





Five directors of the Chicago, Milwaukee, St. Paul & 
Pacific RR who are thoroughly in favor of a proposed 
merger with the Chicago & North Western Ry. never 
theless threaten a proxy fight if merger terms are not to 
their liking. 

Heading the group is J. Patrick Lannan, chairman of 
the Milwaukee’s executive committee and a member of 
the committee negotiating the merger. Supporting him 
are Arthur S. Bowes, Franklin B. Schmick, and Arthur 
M. Wirtz, who are also directors of Susquchanna Corp, 
a holding company controlled by Lannan, and sports 
man James D. Norris. 

Lannan castigated what he said is a plan to give North 
Western shareholders cither 1} or 14 shares of the 
merged company for cach share held while Milwaukee 
holders would get only one share. North Wester 
Chmn. Ben. W. Heineman and Milwaukee Chmn. Lee 
T. Crowley countered that Lannan’s argument is aca 
demic and premature. No agreement has been reached 
on terms; in fact, terms haven’t been discussed, they said, 





‘62 Cars to Be Fitted for Seat Belts 


The five major auto manufacturers wilkequip all 1962 
cars with attachments for scat belts in the front seats. 

Only about 2% of new car buyers ask for seat belts at 
time of purchase, but state legislatures have been moving 
increasingly toward requiring belts as a safety measure. 
With the anchors built into cars, the cost of a pair of 
seat belts will be $13 or $14, compared with up to $24 
when the attachments must also be installed. 


e e ee 
Business Briefs 


Illinois can’t collect its 3% sales tax on goods sold to 
the U.S. government by supplicrs from that state, a 
federal court ruled last week. The court granted an in- 
junction sought last August by the federal government 
and Olin Mathieson Chemical Corp., barring the state 
from collecting $27,036 sales tax on equipment sold to 
the U.S. in 1957. 


Veterans living in 15 metropolitan areas that have 
large labor surpluses will receive $46,350,000 in ac 
celerated GI life insurance dividend payments that nor 
mally would have been spread over the year. Payment 
by Mar. 19 was ordered by Pres. Kennedy as an anti 
recession measure. 
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THE TREASURY TEAM: left to right, S 
Secy. for Tax Matters; Under Secy. Henry H. Fowler; Secy. Doug- 


tanley S. Surrey, Asst. 
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Treasury Secy. Dillon and his team of experts take on 
the job of curbing the budget deficit and also the over-all 


deficit in the nation’s balance of payments. 


Eisenhower's two Secretaries of the 
l'reasury, Geojge M. Humphrey and 
his successor, , Robert B. Anderson, 
were the ans by of the Administra- 
tion—particulay in the realm of do- 
mestic affairs. ¢ Despite contrasting per- 
sonalities, bord were firm believers in 
sound money “and balanced budgets 
but learned to live with deficit spending 
and easy mone 

Under Humphrey, who had the con- 
fident air of a successful businessman, 
the governmen; ran up deficits of $3.1- 
billion in 1944 and $4.1-billion in 
1955, while the 91-day Treasury bill 
rate fell below 1%. Under Anderson, 
who had the conviction of a zealot, the 
deficit for fisc:] 1959 alone amounted 
to $12.4-billion, and the bill rate again 
dropped below: 1%. 

e Another Republican—Douglas Dil- 
lon (cover and picture), the new Treas- 
ury Secretary, ‘is also a Republican; he 
served with f:oth his predecessors in 
the Eisenhower Administration. He is 
no less anxious to maintain the sound- 
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ness of the dollar. But, temperamentally 
and philosophically, he places greater 
reliance than either of them did on con- 
tracvclical economic policy and on a 
generally bigger role for government. 
Ironically, though, the need to pro- 
tect the international standing of the 
dollar is so urgent today that in coun- 
tering the current recession, Dillon can- 
not go to the lengths that they did. 
Dillon’s problem is that if he should 
sanction deficit spending on anything 
like the scale of fiscal 1959, it might 
trigger a fresh and perhaps ruinous run 
on the U.S. gold stock. By the same 
token, Dillon cannot—and does not 
—expect the Federal Reserve, which has 
primary responsibility for managing the 
nation’s money supply, to pursue the 
extremely easy credit policy it adopted 
in 1954 and 1958, for this too might 
lead to a new outflow of funds toward 
higher vielding money markets abroad. 
e Wants Action—Dillon does not feel 
that the threat to the dollar ties his 
hands. In his view, the Treasury is 


las Dillon; Robert V. Roosa, U: 
and John M. Leddy, Asst. Secy. for International Affairs. 





economy. And he is prepared to ex- 
periment to reach these objectives. 

This flexible, activist concept, which 
he displaved as Under Secretary of 
State for Economic Affairs in the Ejisen- 
hower Administration, was undoubtedly 
a kev factor in his nomination to Ken- 
nedy’s Cabinet. As a _ Republican 
sound-monev man, he has the respect 
of financiers here and abroad. In stvle 
and in substance, however, he repre: 
sents a brand-new approach. 


|. Action and Control 


Dillon is planning more active use of 
both tax policy and debt management 
policy, weapons that were relativel 
neglected in the past eight years. And 
instead of trying to achieve a balanced 
budget every year, Dillon talks of 
balancing expenditures and receipts ovet 
a longer period of time. In essence, he 
is seeking to gain “control” over the 
nation’s finances, cutting down on the 
deficits that occur during recessions 
and building up the surplus in periods 
of prosperity. 
¢ Present Aims—Right now, for exam- 
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ple, he is willing to accept a deficit, 
because he thinks it will stimulate re- 
covery without weakening the dollar. 
He is prepared to propose some changes 
in tax legislation, but no across-the- 
board tax reductions. If the recession 
worsens, however, he would prefer a 
temporary tax cut to increased spend- 
ing. In his view, this would entail much 
less risk of losing control of the deficit. 

Debt management also is being 
brought into play. In cooperation with 
the Federal Reserve, the Treasury is 
engaged in an unorthodox scheme to 
hold up short-term interest rates and 
to bring down long-term rates. The 
object is to stem the exodus of short- 
term funds while encouraging long- 
term borrowing bv business. This would 
mean better control over the deficit in 
the balance of pavments. 

In addition, Dillon is intent on find- 
ing ways to get our allies to cooperate 
in building a mutual defense mecha- 
nism for the currencies of the free 
world. He accompanied Anderson on 
the much-publicized mission to Ger- 
many last fall but does not plan any 
repeat performances. Nor does he con- 
template any Draconian or panic meas- 
ures to cut the deficit in the U.S. bal- 
ance of payments. He is intent on 
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maintaining the U.S. position as banker 
to the world and will work, in private, 
to moderate the pressures on the dollar. 


ll. Accustomed to Power 


This adds up to a new and imagina- 
tive approach. Yet Dillon is unlikely 
to be the strong man of Pres. Kennedy’s 
Cabinet—not because he lacks Humph- 
rey’s confidence or Anderson’s convic- 
tion but because this role is reserved 
for Kennedy himself. Dillon occupies 
a critical post, though, and he plans to 
make the Treasurv a center of eco- 
nomic power. 

Dillon, now 51, is accustomed to 
running his own show—in finance and 
in government. Like Kennedy, he is a 
rich man’s con and a Harvard man, 
although a slightly older vintage (class 
of 1931). He spent his business career 
in Wall Street—at Dillon, Read & Co., 
Inc., the investment banking house 
headed bv his father, financier Clarence 
Dillon, and as director and later presi- 
dent of U. S. & Foreign Securities 
Corp., a $105-million investment trust 
that the Dillon family, with some 35% 
of the common stock, controls. 

He proved an astute portfolio man- 
ager. From 1946 to 1952, when he ran 
the trust, the asset value of U. S. & 
Foreign stock more than doubled, which 
is much better than the market averages 
did. It has not done so well since 
his departure. 
¢ World Viewpoint—As Ambassador 
to France (where his family owns one 
of the great Bordeaux wines, Chateau 
Haut Brion) and later in the State 
Dept. itself, Dillon favored increased 
foreign aid and exhibited a natural gift 
for quiet diplomacy, and demonstrated 
his talent as an administrator. 

He gained contro] over the multi- 
tude of agencies involved in foreign 
economic policy, crossed swords with 
Anderson more than once in demand- 
ing additional funds. While he did 
not always get all he wanted, the aid 
program was bigger than it would have 
been without his active sponsorship. 

Dillon maintains his internationalist 
outlook—and the cultured and urbane 
manner of the classic diplomat. His 
poise and polished charm can be mis- 
leading, suggesting difhidence rather 
than dedication. According to one 
foreign diplomat: “Dillon reminds me 
of some English aristocrat who likes 
others to think of him as a dilettante. 
But once vou get down to the question 
at hand, vou find he knows more about 
it than you do.” 


Ill. Team of Experts 


Though Dillon does his homework 
conscientiously, he does more thinking 
in broad terms than in fussing over de- 
tails. He frankly admits that he is not 


expert in either debt management or 
fiscal policy; he counts on specialists 
to back him up. And the staff he has 
assembled may be the best the Treasury 
has ever had. Dillon is relying heavily 
on four key men: 

Under Secy. Henry H. (Joe) Fowler, 
a 52-year-old lawver who headed the 
Office of Defense Mobilization during 
the Korean War and has since been ac- 
tive in Democratic politics. As Dillon’s 
right-hand man, he serves as coordi- 
nator within the department. 

Robert V. Roosa, 42, who was vice- 
president in charge of research at the 
New York Fed before taking. over as 
Under Secretary for Monetary Affairs. 
Roosa is in charge of debt management 
and has a big role in international 
financial affairs. 

Stanley S. Surrey, 51, a Harvard law 
professor and tax specialist who is 
Assistant Secretarv for Tax Matters. 
Surrey was picked by Kennedy to head 
a tax policy task force; the report has 
not vet been made public, but Surrey 
has made no secret of his views on a 
wide variety of tax issues. 

John M. Leddy, 46, a government 
career man who served as Dillon’s alter 
ego at the State Dept. and was hand- 
picked as Assistant Secretary for Inter- 
national Affairs. 
¢ Only a Start—Dillon regards this 
comparatively youthful but experienced 
group as the nucleus around which he 
must build. The Treasury, he says, has 
suffered from lack of brainpower in 
many areas, including economic policy 
and international finance. He plans to 
request additional funds for quality of 
staff that will put the Treasury on equal 
footing with the Fed and the Council 
of Economic Advisers. 

This may seem to be just another 
example of Parkinson’s law—of empire- 
building—but Dillon insists that he 
needs an enlarged staff to keep new 
ideas coming and to give added weight 
to the Treasury’s position in its deal- 
ings with other departments and with 
foreign governments. 

e Reorganizing--Meanwhile, Dillon has 
drawn on his previous experience at 
the State Dept. to put through an 
executive reorganization. As he ex- 
plains it, the heads of the various sec- 
tions in the Treasury operated prettv 
much on their own, with very lit- 
tle coordination—or communication—be- 
tween sections or with the Secretary. 
He has initiated a system to improve 
internal communications and control. 

Fowler, for example, has much 
broader responsibilities than his prede- 
cessor, Fred Scribner, who stuck to his 
province of taxes and internal revenue. 
Dillon considers Fowler his deputy, who 
can take over in his absence and who 
keeps track of what is going on through- 
out the department. 

This new svstem seems to be work- 
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Dillon team.:"““We are a_ congenial 
group.” Anof‘er explains: “Dillon can 
get a lot outtsof you, because he has 
respect for sj¥zialists without being in 
awe of them.:He is not afraid to dele- 
gate authorits4.1s long as you realize he 
: . aler Wi ba. ” 
is ultimately ¥:sponsible. 
a. 


IV. Taxes @ind Growth 


Dillon’s attitude on taxes makes 
clear that hegand not his staff, is in 
charge. He wants to avoid a temporary 
tax reduction. because of-its impact on 
the deficit. is 

In making® up the budget for the 
1961 fiscal yer, ending next June, the 
Eisenhower {idministration originally 
estimated a s¢rplus of $4.2-billion. But 
tax receipts htve dropped sharply. In- 
stead of a sierplus, a deficit of $1.5- 
billion is now¥-onsidered probable, with 
an even larger deficit in prospect for 
fiscal 1962. 
¢ How Muci: Deficit?—The Treasury 
is prepared to live with a moderate def- 
icit. It feels this would not be infla- 
tionary, woull not stir any qualms 
abroad. But the lesson of the big 1959 
deficit has sunk in, and Dillon is deter- 
mined that the deficit shan’t get out 
of control. If economic conditions dic- 
tate further government action, he will 
press for holding the line on spending 
and push through a temporary tax cut. 

Savs one Treasury man: “More spend- 
ing would mean losing control over the 
situation. It would give us a_ bigger 
deficit for a longer period than we’d get 
if we had a temporary cut in taxes.” 
¢ Tax Strategy—Dillon makes a sharp 
distinction between his short-term and 
long-term tax policies. 

He agrees that the current tax rate is 
too high, inhibiting investment by tak- 
ing too much from too narrow a base. 
But he plans only piecemeal changes 
now, closing some obvious loopholes 
and making some cuts to encourage 
“incentive” investment. 

His staff is at work on proposals to 
provide business with “incentive” reduc- 
tions that should result in increased 
capital spending. This is partly an anti- 
recession move, partly a step to foster 
long-term growth by improving the com- 
petitive position of U.S. manufacturers. 

Over the long run, Dillon agrees that 
tax rates can be reduced while the actual 
tax take is increased. This increase is 
necessary to yay for the additional 
spending planted by the Kennedy Ad- 
ministration. {Dillon goes along with 
the Surrey ling that tax legislation had 
tended to keg rates high while ex- 
cmpting billiogs of dollars of income 
iltogether andy taxing other billions at 
low rates. Surr.'y would like to see a re- 
duction in t'Se depletion allowance 
granted the oil;industry and other min- 
ing enterprisesand he would limit the 
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SECY. DILLON counts on specialists to 
back him up in unfamiliar fields. 


use of the capital gains tax. Dillon him- 
self is keeping an open mind on just 
what cuts and increases should be made. 
¢ Working With Congress—Whatever 
the Treasury finally proposes, Congress 
has the last word on tax matters, and 
Dillon realizes that a major part of his 
job is to persuade Congress. This will 
require all his gifts of diplomatic per- 
suasion, but he feels sure that Congress 
will go along with a package that will 
simplify the tax structure and reduce 
tax rates without any loss of revenues. 

To keep in close touch with the law- 
makers, Dillon has created the new post 
of Assistant to the Secretary for Con- 
gressional Relations. Joseph W. Barr, 
former congressman from Indiana, is al- 
ready on this job. He'll maintain liai- 
son with the powerful House Ways & 
Means and Senate Finance committees. 


V. Defense of the Dollar 


Over the next few months, Dillon’s 
main effort is to gain a measure of con- 
trol over another deficit, the one in the 
U.S. balance of payments. As an inter- 
nationalist, he does not think that the 
U.S. can afford to cut its economic aid 
programs—it may even need to increase 
them. He is optimistic about getting 
a reduction in military spending but, 
even so, he expects a deficit in the 
over-all balance of payments. 

Just as he wants to control the deficit 
in the budget, he is intent also on mod- 
erating this deficit. 

The deficit totaled $11-billion over 
the last three years, with $3.8-billion 
of it coming in 1960. Dillon hopes to 
slice this in half. As he sees it, that 
will restore confidence in the dollar; 
foreign central banks and governments 
will recognize that the U.S. has a tight 
grip over its finances. 
¢ Reversing a Trend—Dillon is attack- 








ing the problem on a broad front. Hg 
is counting on gaining funds fro 

abroad through a stepped-up expo 

drive, aided by improved credit facili 
ties for U.S. exporters, and through 4 
new program to attract foreign tourists 
As the U.S. ran a healthy trade surply 
in 1960, no big gain is expected im 
this area. But Dillon feels that some 
improvement is possible. 

The big outflow last vear was ij 
short-term capital, and the Treasury i 
concentrating most of its ammunitioy 
on this area. It hopes that its schemd 
for holding up short-term rates wil 
stop the outflow. If rates in Europ 
decline, or if the business recovery per 
mits a rise here, Dillon is looking fo 
a return flow of capital from abroad. 

So far, at least, the new plan seem 
to be working. Short-term rates hav 
climbed slightly, and there has been 
definite slowdown in the outflow d 
funds. Moreover, the price of gold i 
terms of dollars on the London marke 
is now at its lowest point since th 
“gold rush” last October. ‘This ind: 
cates that foreign confidence in the do 
lar has strengthened. 
¢ Cultivating Allies—Dillon is und@ 
no illusions that the battle of the do 
lar has been won. He knows that man 
European speculators remain uncon 
vinced of our ability to reduce the def 
icit without resorting to drastic action 
in the light of his own insistence o 
maintaining sizable outlays for foreig 
economic aid, resumption of the shor 
term outflow could be critical. 

This explains Dillon’s efforts to wor 
more closely with foreign governments 
He has been a prime mover in thi 
establishment of the Organization fo 
Economic Cooperatior & Development 
(OECD), which he sees as a forum fo 
exchanging intelligence and coordinat 
ing plans to minimize shifts in short 
term capital. He also favors more fre 
quent use of the drawing powers of th 
International Monetary Fund, so tha 
recourse to its funds won’t be construe 
as a crisis measure. 

Dillon also plans to operate on a bi 
lateral basis. In contrast to Andersot 
he does not want to see the German 
increase their aid simply as a wav @ 
helping the U.S. out of its deficit prob 
lem. Rather, he feels this should 
done as part of a broader effort ti 
strengthen the financial resources of thd 
free world. 

The tasks of gaining control ove 
the deficit in the balance of payment 
and the deficit in the budget are, @ 
course, intertwined. As Dillon sees if 
it will take a great deal of concerted 
work to find solutions. But he is mak 
ing a start at promoting growth whil 
defending the dollar. Says a Treasut 
official: “Dillon knows where he is go 
ing even if he is not completely sutf 
how to get there.” END 
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SERVICE 


Congress settles down to work in an amiable, almost docile mood that 
looks good for most of Pres. Kennedy’s program: 


Kennedy has spent a lot of time since his inauguration cultivating key 
lawmakers. 


He tells liberals he is not going to fight for some of their most cherished 
ideas—because he wants to get things dove. 


He tells conservatives he is willing to cut back requests and accept com- 
promises rather than have legislation stalled. 


This strategy is paying off. Republicans support an extension of unem- 
ployment benefits as passed by the House. That bill calls for a temporary 
two-year rate increase in the payroll tax instead of the permanent increase 
in the tax base that Kennedy asked for. Kennedy accepts the change with 
no outward show of disappointment. 


Kennedy’s highway program stresses higher taxes and pay-as-you-go 
(page 68), rejecting any idea that highway building should go into the red as 
a means of combating the recession. Before he sent the message to Congress, 
he invited one of his bitterest political opponents, Sen. Harry F. Byrd (D-Va.) 
to the White House for a private talk. Byrd has long fought to keep the road 
program on an all-cash basis. 

Kennedy will accept less than he asks in aid for education; the bill as 
finally adopted will probably not include money for teachers’ salaries, but 
there will be no scolding from the White House. 


Minimum wage seems likely to be raised to $1.25, but Congress may 
refuse to broaden coverage as widely as Kennedy favors. 


Medical aid to the aged faces rough going. Kennedy will let it go over 
to next year rather than stir up a bitter-end struggle in this session. 


Outside events aid Kennedy. The Gallup poll showing that 72% of the 
people approve his start as President impresses the political professionals. 
Former Pres. Dwight Eisenhower slaps down Sen. Karl E. Mundt (R-S.D.) 
for saying that Eisenhower was critical of Kennedy, in effect muting GOP 
critics of the New Frontier—for the present. 


The decision to put greater stress on non-nuclear arms—affirmed this 
week by Kennedy—will cost billions more than Administration planners 
have been talking about in public. 


So far, a rise of $1.5-billion or so in defense spending has been discussed 
for fiscal 1962. But the new strategic concepts now taking form inside the 
Administration imply $3-billion or more annually in a few years. 


The budget impact may be obscured for a while by rising talk of arms 
control, and by Kennedy’s plan to ask for only a first installment increase in 
the 1962 budget. Kennedy and his advisers have no plans to cut down on 
nuclear arms to pay for more conventional weapons, as implied in a leak 
from the Pentagon this week. Instead, expenditures will rise for both kinds 
of weapons in the foreseeable future. This leak—probably from Air Force 
officials opposed to the idea of building up conventional weapons—has been 
denied by Kennedy and by State Secy. Dean Rusk. 


Kennedy’s budget for fiscal 1962 will show a deficit of $2-billion and 
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perhaps well over that, as the figures now shape up. The message is 
scheduled to go to Congress Mar. 20. 


The military will be given an over-all spending total in the message. 
Later Defense Secy. Robert S. McNamara will fill in the details for the 
separate services, based on missions and programs to be assigned under 
the new strategic concepts. 


Oil and gas win a round against coal in their struggle over a U.S. fuel 
policy study. Coal interests have been pushing for a broad study of the 
whole fuel situation by a joint House-Senate committee in the hope it would 
lead to curbs on competition from oil and gas. But under the guidance of 
Speaker Sam Rayburn, the House has voted to conduct a study of its own, 
with Rayburn empowered to select the members. Rayburn, from oil- 
and-gas-rich Texas, isn’t likely to give the coal industry the kind of study 
group it had hoped for. 


Coal spokesmen may back away from the whole idea of a fuels study, 
for the present at least. Kennedy has disappointed them, for one thing. 
During the campaign he talked in favor of a fuels investigation while 
seeking support in the coal states. But he said nothing about it in his 
recent message on natural resources (page 23). 


Immunity for confessed tax cheaters is recommended by certified public 
accountants in a new study of proposed technical changes in the Revenue 
Act. The accountants argue that the present policy tends to keep fright- 
ened and conscience-stricken taxpayers silent, where many would confess 
and pay what they owe in civil penalties if they could escape criminal 
prosecution. The accountants also recommend an income-averaging pro- 
vision, and more than 100 other changes. They have submitted their findings 
to Chmn. Wilbur Mills (D-Ark.), of the House Ways & Means Committee, 
who has worked closely with the accountants’ professional association in 
the past. 


Some Kennedy aides seek ways to control the flow of news without 
raising cries of censorship. Pentagon officials who used to talk freely to 
reporters when Eisenhower was in the White House now refer routine 
inquiries to the office of the Assistant Secretary for Public Affairs. A 
recent Pentagon handout on the Discoverer satellite program was reduced 
to 45 words compared to seven pages or so in the past. Commerce officials 
are reluctant to talk. Treasury aides, living up to new rules, tell higher- 
ups in the department before they have lunch with old friends among 
newsmen. At one point, Justice Dept. officials were told not to visit with 
reporters without getting clearance first from superiors, but the order 
didn’t stick. Atty. Gen. Robert F. Kennedy rescinded it when complaints 
came from old Justice Dept. hands. 


The White House itself keeps doors open to reporters. Officials there 
are easier to see than during Eisenhower’s days, and talk freely on a back- 
ground basis. The efforts to clamp down come from the departments and 
agencies where nervous, new Officials are still wondering whether there’s 
some way to halt the news leaks that have always been a part of life in 
Washington. 


Gontents copyrighted under the general sopyright on the Mar. 4, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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In Marketing 


Grocer Drums Up Trade for Rivals— 
But Only for Their Loss Leaders 


An enterprising neighborhood grocer in Spokane, 
Wash., developed. his own method of “meeting” the 
price competition of supermarkets. 

Jack Chamberlain, the grocer, hired a bus to haul 
48 of his regular customers to several big supermarkets. 
At each stop, the customers piled into the store, bought 
all the “specials”—and only the specials. ‘(hen Chamber- 
lain brought them back to his own store and fed them 
free coffee and doughnuts while they filled the rest of 
their shopping needs from his shelves. 

Chamberlain figures that the big stores lose money 
on their “loss leaders,” intended to attract customers 
who buy other items. “They are selling cheaper than 
I can buy wholesale,” he said. “Why shouldn’t I do 
the best I can to save my customers money? Besides, 
someone has to make a move to break this price war.” 

He hopes other grocers will follow his lead. 


FCC Approves Three-Year Hartford Test 
To Determine Whether Pay-TV Is Feasible 


Now it’s official RKO General, Inc., and Zenith 
Radio Corp. expect to begin operating the nation’s first 
on-the-air pay television in Hartford, Conn., in about six 
months. The Federal Communications Commission 
gave the long-awaited final approval to a three-year trial, 
in which the sponsors expect to spend about $10-million. 

Bulk of the fare will be first-run films, but the oper- 
ators hope to tap Broadway and other New York enter- 
tainment for special shows as well. Fees are expected 
to run from 25¢ to $3.50, with most programs in the 
$1 range. Zenith will supply the decoder and billing 
system. 

e o s 


Executive Exchange Club Lets Members 
Virtually Barter Goods, Services 


Now there’s a credit plan—the Executive Exchange 
Club, Inc.—under which members never have to pay 
any “real” money beyond an entrance fee. It amounts 
to a return to the old barter system. 

It works this way. Each businessman member 
pledges at least $1,000 worth of his products or services— 
at normal or retail price—to the club. This entitles him 
to $1,000 in special “currency,” good for a year, which 
he can spend at any of the member stores. In turn, he 
accepts the club currency as payment from other mem- 
bers up to the amount of his pledge. 

The club makes its money by charging a $100 en- 
trance fee and by collecting 7% of the price of each 
transaction from the purchaser. 

The club has signed up 600 members in the Los 
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MORE NEWS ABOUT MARKETING ON: 


@ P. 42—Pratt & Whitney sets up Detroit-type 
trade-in concern for machine tools. 


@ P. 44—Consumers still hold back on buying 
plans, FRB survey shows. 








Angeles area, where it is headquartered, and is screening 
about 100 more. It also has about 125 companies in 
the San Diego area. Its currency goes out to members 
this week. Products and services lined up range from 
gas stations to data processing equipment, from shoe 
stores and car dealers to hotels. 

The setup has a sort of built-in discount system. In 
effect, a member puts up maybe $600 (the wholesale price 
he paid for the $1,000 of goods he pledges) to get $1,000 
worth of currency. True, he must pay the retail price 
to make his purchase, but he pays with a cheaper dollar. 
From the business angle, the club claims the setup 
converts inventory into immediate buying power. 

In setting up the Executive Exchange Club, M. J. 
McConnell—who heads American Marketing Associates, 
Inc., a new product marketing concern—took a leaf from 
the due bill policy of the advertising world. That’s 
the device whereby an ad medium gets paid for an ad 
for a hotel, for example, not in cash but in hotel accom- 
modations. McConnell ran into this when he operated 
Taxineon, Inc., an outfit that put signs on the backs 
of cabs. 


Spending for Services Is Rising, 


But Figures Are Misleading, Report Says 


“There is slim evidence for characterization of the 
current scene as ‘the swing to services’ or ‘the new econ- 
omy of services.’” So say Life Magazine and the Na- 
tional Industrial Conference Board in a report analyzing 
the marked shift in consumer spending from emphasis 
on durables to emphasis on services during the past 
decade (BW-—Feb.18’61,p77). 

The report acknowledges that spending on services 
has shot up by a third in the past 10 years—but it cau- 
tions that the increase is only half that great in terms 
of constant (1950) dollars. The rest comes from price 
increases. And it notes that this spending doesn’t mark 
a historic high, but rather is a return to the level of 
services spending in 1929. 

Taking a closer look at the elements that make up 
the broad category of services, the report finds that 
most of the real spending increases have come on serv- 
ices used within the home. Outside the home, expendi- 
tures have gone up in a number of particular areas— 
education, foreign travel, medical care. But these in- 
creases have been offset by relative declines in outlays 
for paid spectator amusements, laundry services, barbers, 
and beauticians. 

Even within the home, the report contends, a sta- 
tistical device makes spending for services loom larger 
than it should. NICB points out that consumer spend- 
ing statistics create a hypothetical “rent” figure for 
homeowners. Often this figure bears little relation 
tc actual homeowner outlays for mortgage payments. 
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An Importagt Message 


About HOU... 
Your TELEPHONE and 


VOICEGAST 


THE BUSINESS of 
using a telephone can 
be irritating, annoying, 
nerve-racking, tire- 
some. If you use a tele- 
phone in business, you 
should make it your 
business to use 
“VOICECASTER.” 


R 


|< j' \( 












Our original, patented “VOICECASTER” is 
an inexpensive marvel of electronics. It lets you 
use your phone without holding the receiver. 
It amplifies the voice coming over the phone 
. effectively and clearly. It works on the 
battery-and-transistor principle...no wires or 
cords to plug in, attach or connect. All you do 
is place the receiver on “VOICECASTER” 
instead of at your ear...and it is ready to 
work. You can talk from across the room. 
you can listen from any where in the room. 


ONLY “VOICECASTER” 
DOES ALL THIS! 


LETS YOU RELAX 
WHILE PHONING! 
@ FREES BOTH HANDS 
FOR WRITING! 

@ ENDS NEED FOR PASS- 
ING PHONE TO OTHERS 
ON LONG DISTANCE! 
@ PERMITS EFFICIENT 
TELEPHONING 

OFFICE PLANT. NSHP. 
PING, LABS, FACTORY 
@ SAVES TIME, MONEY, 


ENERGY! 

CONV ENIENCE & SAVINGS! “VOICE- 
CASTER” costs only $39.95, plus $1.75 for a 
long-lasting, dependable battery. It is com- 
pletely guaranteed for one full year. It is now 
used, in office and home, by thousands of busi- 
ness and professional men and women. Discover 
for yourself this wonderful new way to relax 
while phoning. Try it frez for 10 days. 


FREE! 10-D)AY TRIAL! 


Try ‘‘VOICECASTER” in your office, plant, shop or 
home... try it free for 10-days. Fill out the coupon 
below and mail today. No obligation to buy. Your 
“VOICECASTER” will be Shipped immediately 
Full instructions in:juded, plus literature de- 
scribing and_ illustrating she many ways ‘‘VOICE- 
CASTER” can revolutionize sour telephone techniques 
. let you relax on all caie;. 
Mail Coupon For Free Trias If Not Available Locally 
LEE COMMUNICATIONS, ji:. BOX BW-34 
470 Park Avenue South, wew York 16, N.Y. 
GENTLEMEN: Please shit ey ) Voicecaster(s) for | 
free 10-day trial. If delig? AG “ad, | will be billed for 
7 tery - 






$39.95, plus $1.75 for : 
O Bla# O Gray 


Check Color: 00 Tan 





ADDRESS... 





, LEE Sele nee ZONE ia STATE. nsvehdeieslpicscas | 
(] FREE BATTERY if you * gg check for only 
$39.95. You save $1.25, Same 10-day return 
privilege. Postage Prepod 
OO Send-illustrated broch:: are. 
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Toolmaker Tries Detroit Lure 


Pratt & Whitney’s parent company sets up used 
machinery subsidiary to help push P&W sales by taking old 
machines in trade, as industry begins to look to trade-ins. 


Fairbanks Whitney Corp.’s machine 
tool maker subsidiary, Pratt & Whitney 
Co., Inc., of West Hartford, Conn., 
has taken a leaf from the automobile 
industry to push sales of its equipment. 
In what it describes as a marketing first 
in an industry not noted for radical 
sales tricks, the company is entering 
the used machinery business. 

Last week Fairbanks Whitney an- 
nounced establishment of Machinery 
Trading Corp., a subsidiary of the par- 
ent company, to buy and sell used ma- 
chine tools for P&W. This way the 
company will be offering one-stop shop- 
ping for customers by buying old or 
surplus machinery and applying the 
purchase price as credit for lease or 
purchase of any of a wide range of 
P&W products. 

What particularly distinguishes the 
plan is that P&W will accept any make 
—not just P&W machines—in trade. 
The industry wants to get machine tool 
users to buy more, in view of the pres- 
ent slowdown in business—and P&W 
thinks trade-ins are one way to do it. 
¢ New Pattern—The whole idea, the 
company says, may set a new industry 
pattern. 

Already there are indications that the 
industry is being forced to change some 
of its sales policies. Government calls 
for bids on new machinery, for instance, 
have lately been asking that contractors 
specify allowances for the outmoded 
machinery being replaced. Most re- 
cently, Brown & Sharpe Mfg. Co., 
Providence, R. I., machine tool manu- 
facturer, offered a flat $500 credit for 
any B&S screw machine taken in trade 
against the purchase of a new unit. 

Pratt & Whitney’s move comes at a 
time of stiff competition, both domes- 
tic and foreign. Though total machine 
sales in 1960 were off about $30-mil- 
lion from 1959 sales of $660-million, 
this total included imports of close to 
$200-million, more than double 1959. 

U.S. manufacturers are still hedging 
on purchase of new equipment, even 
though surveys by American Machinist/ 
Metalworking Manufacturing, a Mc- 
Graw-Hill publication, have shown that 
about 60% of all manufacturing equip- 
ment is 10 years or older. “Even more 
significant,” says Pratt & Whitney’s 
marketing vice-president, Paul N. Stan- 
ton, “80% of it needs updating just 
to stay in the same ball park with for- 
eign competitors.” 
¢ Trade-In Advantages—The Detroit- 
tvpe trade-in policy has a number of 


advantages for customers. On fully de: 
preciated machinery, the seller must 
pay a capital gains tax if he sells it 
outright to a used machinery dealer, 
On a trade-in deal, though, there is 
no capital gain for tax purposes. 

What’s more, by providing a con 
venient arrangement under one com- 
pany roof, it gives a customer a sort of 
one-stop-and-shop supermarket for his 
equipment needs, covering a wide range 
of products. Finally, a customer can 
use his credit on the old equipment in 
several ways—for instance, he can use 
part of it to buy cutting tools. 

Pratt & Whitney says some cus- 
tomers were waiting for Machinery 
Trading Corp. to open its doors. lor 
example, one customer almost immedi- 
ately put 47 machines—worth about 
$500,000—on the block. The customer 
figures it will need less than half that 
number of new, tape-operated ma- 
chines, which use only a fraction of the 
labor. Said this customer: “It’s about 
time the machine tool people recog- 
nized our need to dispose of our old 
equipment without a lot of trouble.” 
¢ P&W’s Aims—Marketing Vice-Pres. 
Stanton readily admits that the trade-in 
program is there as a sales incentive, 
but insists it isn’t a device to discount 
prices. Machinery Trading Corp., he 
says, is set up to make a profit. 

More importantly, the trade-in is a 
means of putting across P&W’s main 
sales message to its customers: the econ- 
omies of updated machinery. 

Beyond that, Pratt & Whitney secs 
other benefits. For one thing, with two 
separate sales forces, P&W _ will get 
added penetration of its market. l'or 
another, the market for used machinery 
is not only far more stable than for 
new machinery, but also far larger. 
Sales of used machinery last year totaled 
about $800-million compared to only 
about $450-million domestic sales of 
new machine tool manufacturers. By 
using sales of new P&W equipment 
as a leverage, MTC will be able to offer 
top prices to customers, matching any 
offers by used machinery dealers. 

As a sales target, MTC hopes to turn 
over more than $1-million in all kinds 
of used machinery in the next 18 
months, and thinks it will eventually 
become one of the largest used ma- 
chinery dealers in the country. 

Other machine tool makers are look- 
ing at the R&W experiment with in- 
terest, but without P&W’s optimism. 
Said one: ““We don’t think we'll ever 
be pressed to take in trades.’” END 
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“601 READY, SIR” 


This is the USS Robert E. Lee, SSBN-601. It will soon be deployed, 
armed and ready with our undersea fleet to defend the Free World. Vitro 
is the U. S. Navy’s systems engineering coordinator for all Polaris missile 
submarines and tactical air-defense missile ships. This is Vitro—1961. 


“LTO 


VITRO CORPORATION OF AMERICA, 261 MADISON AVENUE, NEW YORK 16,N. Y. / OVERSEAS SUBSIDIARIES: GENEVA - MILAN - BOMBAY 








% 


BLACK & WHITE MICROFILM PRINTS 





Autom afiea'lY with DOCUMAT Reader-Printer 


Check these DOCUMAT 
features: : 


@ No waiting. Push a button 
for an 8% x 11 print of what 
you see on the screen. 

e@ Cheaper than outside or 
darkroom processing. Prints 
cost only pennies. 

e@ No wasteful printing of the 
wrong frame. The DOCUMAT 
is foolproof. 


@ Two machines in one. The 
DOCUMAT insures film security. 
@ Clear,automatically framed. 
Trimmed clean-edge prints. 








demonstration 7 

i tion © : 
in CUMAT Reider- Printer, 
just check the coupon. 
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The new DOCUMAT Reader-Printer is distributed 


Now, you can have large size, black and white 
prints in seconds — even from poor quality 
microfilm that others can’t print—right in your 
own office. 


No need to depend on an outside source or 
cumbersome darkroom methods, when you 
want that copy right now! Just press a button, 
and the DOCUMAT Reader-Printer produces a 
crisp, ready-to-use copy. Even while you are 
scanning the reel for the next print, an en- 
larged, neatly framed copy is emerging. And 
the rich, black and white tones are sealed in 
permanently, will not fade, crack or peel. If 
you use microfilm, you need a DOCUMAT 
Reader-Printer. 


DOCUMAT ine. 


Microfilm Cameras - Readers - Reader-Printers 


75 East 55th Street, New York 22, N.Y. 


DOCUMAT, INC., 75 E. 55th St., New York 22, N. Y. 
() Send me a DOCUMAT print of the enclosed film. 


OJ | would like to see a demonstration of the 
DOCUMAT Reader-Printer. 


00 Send additional information on the DOCUMAT 
Reader-Printer. 











NAME TITLE 
COMPANY 
ADDRESS 

BW 3461 


and serviced by the: Charies Bruning Company, the Photostat Corporation 
‘and selected independent dealers. 


44. Marketing 





No Buying Spree 
Survey shows consumers 
are about as cautious as they 
were a year ago. Many are 
uncertain about incomes. 


Consumers seem to be tightening 
their grips on their wallets as they look 
ahead to spring, according to last 
month’s survey of Consumer Intentions 
to Buy, conducted by the Bureau of the 
Census for the Federal Reserve Board. 
Its tenor serves to confirm the so-so 
findings of the University of Mich- 
igan’s Survey Research Center last No- 
vember (BW—Jan.14’61,p23). 

There are spotty signs of a boost in 
intentions to spend for particular items, 
but certainly the board’s first postelec- 
tion survey shows that consumers hold 
to a cautious view of the future. 

Take autos, new and used: As com- 
pared with last October, fewer con- 
sumers plan to buy within 12 months 
(17.9% compared with October's 
18.3%), and fewer plan to buy within 
three months (2.5% vs. 2.9%). About 
the same percentage (9.0% vs. 8.9%) 
plan to buy within six months. On new 
cars alone, a smaller percentage of 
families plan to buy within 3 months, 
6 months, and 12 months when com- 
pared with last October’s plans. The 
January, 1961, sampling, however, 
shows about the same percentages on 
purchases of new cars as the January, 
1960, report. Buying expectations for 
used cars did move up a bit for six and 
12 months. But for the three-month 
period, they stand just where they stood 
in October: 1.3%. 

Take appliances: On washing ma- 
chines, about the same percentage plan 
to buy within three and six months as 
planned to buy last October. One bright 
note: Plans to buy refrigerators within 
three months moved up from 3.3% 
last October to 3.7% in January. 

Take housing: The proportion plan- 
ning to buy housing in the six-month 
and 12-month period was smaller than 
in January, 1960, and smaller than the 
survey showed six months ago. Buying 
plans for new houses were down rela- 
tively more than for existing houses. 
¢ Incomes Waver—The income picture 
wavered in uneasy balance. Some 
22.6% reported current income higher 
than a year ago—the same percentage as 
last October. On the other hand, 18.7% 
reported income lower than a year ago, 
up from 16.5% in October. The per- 
centage expecting higher incomes in the 
year ahead rose to 24.6% from 23.8% 
in last October. But along with this, 
6% expect lower incomes, up from the 
5.7% of last fall. END 
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In Research 


Earlier Diagnosis Cuts Cancer Toll; 
Cure Rate Climbing About 1% Each Year 


Because of a pronounced trend toward earlier diagno- 
sis of cancer, the cure rate in the U.S. is climbing 
about 1% each year, the American Cancer Society says 
in its annual report for 1960. It cites two studies made 
last year as evidence of progress in convincing Americans 
of the merits of periodic examination for cancer: 

¢ The number of cases detected while the cancer 
was still localized climbed 11% between 1950 and 1958 
at the Flower and Fifth Avenue hospitals in New York. 
In the same period, the two hospitals’ cure rate of such 
cancer cases soared to 64%. 

¢ 50.1% of adult females and 42.4% of adult males 
in the U.S. now have full medical checkups annually, 
according to early returns in ACS’ six-year cancer pre- 
vention study (BW—Jun.13’59,p84). 

However, early diagnosis is only one phase of the 
effort to cut the cancer death rate. Last year, 32% of 
the society’s budget was devoted to scientific investiga- 
tion of the causes and possible cures for cancer. ‘This 
part of the budget amounted to $11.4-million. 

In the field of leukemia alone, the society supports a 
research program with an estimated cost of $1.5-million. 
During the past few years, this has helped to achieve an 
increase in the life span of the children afflicted. But 
leukemia still causes more deaths of children under six 
than any other disease, and its incidence among adults 
has lately increased alarmingly. 


U.S. Far Behind Other Nations 
In Radio Astronomy, Research, Scientist Says 


Despite a recent spurt of interest in radio astronomy 
(BW —Feb.13,60,p82), the U.S. is still’ lagging badly 
behind most scientifically sophisticated countries of the 
world, according to Dr. Rudolph Minkowski. 

Minkowski, the discoverer of the most distant radio 
source known to man (an object somewhere on the 
order of 6-billion light years away from the earth), 
charges that U.S. government-owned radio telescopes, 
for example, are “in pitiful shape.” 

The largest “ear” now operated by government scien- 
tists at the new National Observatory in Green Bank, 
W. Va., is only 85 ft. in diameter; a 140-ft. one is not 
complete. By comparison, England is already using a 
250-ft. radio telescope at Manchester and is building 
another of 210-ft. diameter in Australia. 

To be efficient, radio telescopes must be big and 
costly. The quality of their focusing depends upon 
the ratio of the size of the radio aerials to the size of 
the radio waves received. ‘Therefore, since the radio 
waves they are supposed to receive vary from a few 
inches to a few yards in length, their aerials must be of 
gigantic size. 
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It is technically impossible to build above the ground 
an aerial more than 600 ft. in diameter, Minkowski 
admits. Therefore, scientists are being forced to think 
of substituting smaller aerials, spread over a very large 


area. One idea is to build a number of instruments on 
rails so that they can be moved for miles in various 
directions. 

Cost of radio astronomy, using such tricks, will not 
decrease, however. Minkowski estimates that, com- 
pared with today’s radio telescopes, which cost up- 
ward of $]-million, tomorrow’s telescopes will be in 
the $50-million to $100-million price range. 


Model of Bat’s Echo-Sounding System 
May Lead to Artificial Eye for Blind 


An artificial “eye” for the blind may come out of work 
at Birmingham University, England. Scientists there 
have built an electronic model of a bat’s echo-sounding 
system. 

If present laboratory models can be converted into 
effective and portable instruments, blind persons would 
be able to detect a hand waved 4 ft. in front of their 
faces, through ultrasonic signals bounced back to the 
apparatus. The use of such an ultrasonic system has 
been shown to have great advantages over the pulse 
system, according to some researchers. The pulse sys- 
tem, being investigated by various research teams in 
the U.S., would attempt to provide direction by regis- 
tering changes in the rate of emitted sound impulses. 

The British ultrasonic research work is based on a 
theory of the bat’s hearing system developed by D. R. 
Griffin of Harvard. This theory holds that a bat “sees” 
by hearing modulations in the frequency of its own 
echoed cry. This cry has been known to modulate 
from 80 to 40 kilocycles—in recordings made by Griffin. 


Contracts to RCA and Sperry 
For Work on Big Atom Smasher 


Contracts totaling $600,000 have gone out to Radio 
Corp. of America and Sperry Gyroscope Co. Div. of 
Sperry Rand Corp. for research and development on 
components for the proposed $100-million linear accel- 
erator (“atom smasher’) at Stanford University. Both 
companies were successful bidders for pilot develop- 
ment of the 24-million-watt klystron amplifier tubes 
that will power the two-mile-long atom smasher. (BW— 
May23’59,p32)._ RCA also received a subcontract to 
develop the accelerator’s power supply modulator system. 

When completed, the Stanford atom smasher should 
be able to shoot electrons at close to 186,000 miles per 
second—the speed of light. Its electron bullets would 
then be sent crashing into nuclear targets to produce— 
physicists expect—all known, as well as unknown, par- 
ticles of matter. 

Congress appropriated $3-million last fall for initial 
R&D work. If full approval.is granted by the 87th 
Congress, scientists estimate the accelerator could be 
operational by 1967. 


Research 47 














Only Air Express 


assures top priority service 
for your product anywhere 


in the 50 states and Canada 





It doesn’t matter whether you ship a two-ouncél Anot 
radio tube or a one-ton piece of earth-moving} plus 
equipment. The moment the AiR EXPRESS /abéll fleet 
goes into place your shipment gets top priority on pate. 
all of the nation’s scheduled airlines. We have 
enthusiastic users on both ends of the scale. 

The reasons: your shipment flies with jet-agé Air 
speed. And it flies first class—first on, first off, firsit on re 
there. No waiting ever for package consolidation. 





MOHAN AIRLIMs 


net} Another is convenience—door-to-door service 
ing} plus within-the-hour pickup by the AIR EXPRESS 
bell fleet of 13,000 special trucks, many radio-dis- 
ont patched for maximum speed. 
Kid-glove handling every mile of the way—to 
anywhere in the U. S. and Canada—jis another 
agéi AiR EXPRESS extra. Teletype receipt of delivery 
itsit on request. That’s why so many businesses are mak- 


ing the one phone call it takes to put AIR EXPRESS 
to work for them—at amazingly low cost—and 
they're doing it regularly. You'll like what happens 
to your competitive position, too, when you think 
fast... think AIR EXPRESS first! Call today... . 


AIR 


@ CALL AIR EXPRESS DIVISION OF ReE*A EXPRESS * GETS THERE FIRST VIA U. S. SCHEDULED AIRLINES 
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among executives participating in General Electric Co.’s Advanced 


Management Course‘ gives them rare opportunity to swap ideas on how they run their own 
operations. Four students share living room suite to encourage such exchanges. 


GE Institute Nears 


What started out as a crash program to train top-level 


managers at General Electric has turned into a smash success, 


with lower-level managers clamoring to get in on it. 


Some day, says General Electric Co. 
Chmn. Ralph J. Cordiner, the founding 
of GE’s $24-million staff college at 
Crotonville, N. Y., in 1955 may look 
like just as significant a step for the 
company as the establishment of the 
research laboratory in 1900 looks now. 

That day has not yet come. So far 
the General Electric Management Re- 
search & Development Institute at Cro- 
tonville has had no measurable impact 
on the quality of GE’s management. 
But the institute has come up with a 
product, the nine-week Advanced Man- 
agement Course, that is a smash seller 
in its own special market. 
¢ Backlog of Candidates—T’o send a 
man to Crotonville, a GE divisional gen- 
eral manager has to shell out $2,650 of 
his division’s funds for tuition, room, 
and board. If you add in the trainee’s 
salarv for the period and his transporta- 
tion, the cost is probably multiplied sev- 
eral times. Yet division managers are 
standing in line to do it. At the current 
rate of 300 graduates a year, the Ad- 
vanced Management Course has a two- 
year backlog. 

In some ways, this success in the 
market place is m»re embarrassing than 
gratifving to AMC’s six-man faculty. 
For when the covrse began in 1956, as 
a sort of crash ies to upgrade the 


50 Managemen 


higher echelons of GE’s newly decen- 
tralized management, it was supposed 
to have a definite cutoff point. 

¢ The Students—The nine five-and-a- 
half-day weeks of intensive lectures, dis- 
cussion sessions, and project work on 
GE’s worldwide business environment 
and ways of dealing with it are aimed 
specifically at the some 1,700 executives 
in the company’s four top levels of 
management—down through the imme- 
diate subordinates of the general man- 
agers of profit-and-loss product depart- 
ments. GE figured it would take about 
five years to put them all through. 

The Advanced Management Course 
now has 1,442 graduates, including 
some 80% of the department general 
managers, all but one of the higher- 
ranking divisional general managers, and 
five members of the top-brass Executive 
Office. By the original timetable, it 
should be shutting down soon. 

But things haven’t worked out that 
way. In 1959, when course director J. 
M. Shipton surveyed the division man- 
agers to find out how many men they 
still planned to send, he found a year- 
and-a-half waiting list. In 1960, he re- 
peated the survey; the backlog had 
grown to two years. 
¢ Status Symbol—Despite the demo- 
tions that resulted from GE’s recent 


GROUPS of 12 students are brought to- 
gether for discussion ranging from global 
issues to GE’s own shortcomings. 


nd of Run 


price-fixing problems (BW —Jan.9’60, 
p32), turnover in the upper levels of 
GE management hasn’t been all that 
high. It’s obvious that the division man- 
agers are dipping down to lower levels 
for students. “We’re afraid,” says Ship- 
ton, “that coming to Crotonville is get- 
ting to be something of a status sym- 
bol.” 

That trend isn’t consistent with the 
course’s original purpose. For the Ad- 
vanced Management Course wasn’t in- 
tended to prepare executives for promo- 
tion. “We don’t want to crown prince 
anybody,” says Crotonville facilities di- 
rector Moorhead Wright. Instead, 
AMC is supposed to improve the man- 
agerial performance—on their present 
jobs—of men who have already reached 
a level that would be equivalent to a 
vice-presidency in a smaller company. 
e Original Purpose—That goal goes 
back to the problem GE faced when 
the Advanced Management Course was 
being planned in the early 1950s. The 
company was decentralizing in a way 
that Wright says was like repairing a 
train moving at full speed with parts 
taken from the engine itself. A lot of 
executives were suddenly being saddled 
with tasks and responsibilities they 
hadn’t had under the old highly cen- 
tralized management. There was a lot 
to teach them about their new roles. 

To do it, CE decided to set up its 
own management school. It bought the 
late management consultant Harry 
Hopf’s 32-acre estate overlooking the 
Hudson 35 mi. north of New York. 
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This free policy saves money fo} 


it Can lower lighting costs for you, too! Allied Stores, one of America’s 


retail giants, became great by offering great values to their customers. And they certainly know value when 
they buy! ™ That’s why they use Sylvania lamps exclusively throughout their 89 department stores across the 
country—and every lamp is backed by the Sylvania Certified Performance Policy that guarantees your money 
back if you are not satisfied that Sylvania lamps are better than any other brand.* (Of course, they sell Sylvania 
lamps to their value-conscious customers, too.) m@ As Allied knows, the Total Cost of Lighting includes cost 
of lamps, plus ower, plus maintenance. Only Sylvania promises to deliver lower TCL for industrial and com- 
mercial users, and backs it with this exclusive guarantee. Allied enjoys this saving. You should, too! 
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llied Stores... =a. 


NIA 


subsidery of GENERAL TELEPHONE & ELECTRONICS 3) 


Lighting Division, 


SOME OF THE 89 
MEMBER STORES OF THE 
ALLIED STORES CORP. 


POLSKY’S 
Akron 
JORDAN MARSH COMPANY 
Boston 
READ’S 
Bridgeport 
STERLING-LINDNER 
Cleveland 
MOREHOUSE-FASHION 
Columbus 
TITCHE-GOETTINGER 
Dallas 
HERPOLSHEIMER’S 
Grand Rapids 
JOSKE’S 
Houston 


GERTZ 
Long Island, N. Y. 


JORDAN MARSH 
Miami 

DONALDSON’S 
Minneapolis 


CAIN-SLOAN 
Nashville 


STERN’S 
New York 


POMEROY’S 
Pennsylvania (East) 


TROUTMAN’S 
Pennsylvania (West) 


JOSKE’S OF TEXAS 
San Antonio 


BON MARCHE 
Seattle 


GOLDEN RULE 
St. Paul 


DEY BROS. 
Syracuse 


MAAS BROS. 
Tampa, St. Petersburg 


*K 


Exclusive Sylvania Money- 
Back Guarantee states, “If at 
any time a Sylvania Fluores- 
cent Lamp fails in your opin- 
ion to provide better per- 
formance than any other 
brand fluorescent iamps, on 
the basis of uniformity of 
performance, uniformity of 
appearance, maintained 
brightness and life, it may be 
returned to the supplier for 
full refund of purchase price.” 


Sylvania Electric Products Inc., Dept. 57, 60 Boston Street, Salem, Mass. In Canada: Sylvania Electric (Canada) Ltd., Montreal. 








a 


The grip) that saves you money 


® Costly breakage band costlier lost- 
time accidents oftja occur because 
ordinary work glov’s tend to become 
slippery with use. Afainst this hazard, 
many plants now srovide, or make 
available, our Grap-it glove coated 
with rough finished, natural rubber. 
It has an amazing fion-slip grip, wet 
or dry. It also has We i cut resist- 
ance, making it the safest glove you 
can specify for mosi general handling 
operations. It is more economical be- 
cause it outwears ordinary leather and 
up to 10 pairs of canvas gloves. 


Free Offer to Employers: We make 
more than 50 types of job-fitted gloves 
to fit job needs. Tell us your operation. 
Without cost, we will recommend correct 
gloves and supply samples for on-the-job 
comparison test. Edmont Inc., 1220 Wal- 
nut Street, Coshocton, Ohio. In Canada, 
write Edmont Canada Ltd., Cowansville, 
Quebec. 


Edmont 


JOB-FITTED GLOVES 





(Advertisement) 


EVEN MISSILE BASE POWER UNITS USE VIKING PUMPS 


in nae”, 


PUMPS. Used 


4 lowe, U.S.A. 
SO distributors in 


principal 
directory. 





Wherever smooth, dependable pumping is required, you're apt to find 
VIKINGS. No wonder, then, that VIKING PUMPS were used on the Nordberg 
diesel generatig units at Vandenberg Air Force Missile Base in California. 
The base must: always be ready to launch its Atlas guided missiles without 
fail and the gsnerating plant insures an independent, dependable source of 
power for thiz purpose. Lukrication to each of the six Nordberg engines 
in the 8000 harsepower, 5700 kw plant is supplied through VIKING PUMPS, 


% 
For the se dependable pumping equipment available, specify VIKING 


Mtegrally or as independent units, 
depended upeo:: for efficient service and long life. For information, write 

for zatalog series 61S. VIKING PUMP COMPANY, Cedar Falls, 
In Canada, it's “ROTO-KING” PUMPS. Offices and 
cities. Use 





~ 
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VIKING PUMPS can be 


your classified telephone 
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know such specifics as how to write and 

‘erpret policies and how to admini 
ter salary systems, tasks they hadn’t had 
before decentralization. Now nearly 
30,000 GE employees have been 
through the Professional Business Mans 
agement Course, which covers the coms 
pany’s organization and management 
philosophy, so AMC’s emphasis hag 
shifted to world affairs and other as- 
pects of the business environment. 
¢ Outside and Inside Lecturers—The 
61 men who graduated this week heard 
61 lectures in the auditorium they call 
the “pit.” Nearly half the speakers 
came from outside GE—professors such 
as the New York University philosopher 
Sidney Hook, politicians such as former} 
Vice-Pres. Henry A. Wallace, writers 
such as Saturday Review editor Norman 
Cousins. Some of them, Fisher reports, 
had views that were “180 degrees apart.” 

“We systematically expose the stu- 
dents to viewpoints that are opposed to 
some of their company-based beliefs,” 
Shipton says. “Some people think we 
should give them the ‘right view,’ but 
we say we don’t know what the right 
view is.” 

This week’s class also sat through 11 
question-and-answer sessions with GE 
headquarters executives. Supposedly, 
they plowed through some 1,300 pages 
of recommended reading. Each student 
worked out a “strategy project” suggest- 
ing future policies for the company and 
a “carry-back action plan” for himself. 
In optional seminars, some of them took 
up such subjects as the way the Rus- 
sians run their industry and the deci- 
sion-making process in tragic literature 
(Did Antigone really have a choice?). 
¢ On Limited Discussion—In 12-man 
discussion groups with fio faculty mem- 
ber present, in their four-man living 
suites, at meals and coffee breaks, and 
over the billiard table, the students 
compared notes and swapped ideas on 
how to run their own businesses. That’s 
something they couldn’t do at home, 
Shipton points out; “There aren't 
enough people on their level.” 

They argued such questions as 
whether computers will lead to more) 
or less centralization and whether a 
little inflation is good or bad for the 
economy. Some topics came up that 
weren’t on the agenda, like the jailing 
of some of AMC’s alumni for price- 
fixing. 
And there was plenty of talk about 
what’s wrong with GE: Is it too big to 
be manageable? Should its future diver- j 
sification be geographic rather than by 
product? Are there too many layers of 
management? At Crotonville, the stu- 
dents agreed, criticism of the company } 
is less inhibited than in an outside sem- 
inar, where there might be competitors 
or customers listening. 

e The Results—At the end of it all, 
they were vague about how they should 
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W herever 
power lives... 


it takes specialists to keep it alive 


ela = E-bu Cop uc ME) -)- beoW 10) 0_) ws bel_jel_lelaloele-belel 
Insurance Company is a nation-wide organ- 
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field inspectors, its engineering staff, its 
underwriters, its special agents and claims 
people—all have but one purpose: to protect 
you against loss from accident to your boil- 
ers, pressure vessels, turbines, engines, elec- 
trical and refrigerating equipment. When 
your boiler and machinery insurance is with 
this company you know you have the best. 


Since 1866, the insuring and safeguarding of 
power equipment has been our only business. . 


The Hartford Steam Boiler 
1G et¥-pol-1eiplepoue-beleae bet-jeeu-peler— 
(Oley aah or-benvs 
1s Ebuniesucte-e 5 
Connecticut 






my Remember, INSPECTION 
: is our middle name 





































HOW WONDERFUL IT 
/ MUST BE To OWN A 
FLEET OF FALCONS. 
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JUST TO KNOW 
FALCON CAN GO 
UP TO 30 MILES 
ON A GALLON! 



















KIND OF MAKES 
THE DAY DOESNT (T? 





Peanuts Characters © 1950 United Feature Syndicate, Inc. 


Sure does, Linus! And every day more fleet owners are dis- 
covering how well Falcon saves. Not just on gas mileage, 
either . . . in »very way! Falcon goes 4,000 miles between oil 
changes. Repiacement parts, tires and service cost less every- 
where. In mc wt states even licensing and insurance cost less. 
All this at a‘price that’s as much as $505* less than other 
compacts. Né wonder Falcon is America’s best-selling com- 
pact! See it at your Ford Dealer’s. Soon! ‘ono owsion, Hrdolor Company, 
*Based on a similar Re nparison of deluxe 4-door sedans with radio, heater and automatic transmission 


>" 
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THE FLEET CAR THAT SAVES YOU MORE 




















| GET THE FULL STORY ON FALCON FLEET SAVINGS | 

| CD Send me more | 

| information on how Fleet Sales Manager, Ford Division, P. O. Box 1957, | 

| ’6l Falcons save Detroit 31, Michigan 
in fleet operations 

Name Title 

O Have a Falcon 

| Fleet Representatice aoe: l 

| call me for an i Address | 
appointment ‘ 

| oe q City Zone State | 
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apply the experience. “When I get 


back,” said one, “I'll probably make the 
same decisions, but I’ll worry about 
them more.” Many felt they were tak- 
ing home more questions than answers. 

Older grads can point to specific 
things they learned about the company; 
one is now installing a new work 
measurement system as a result of the 
contact he made with GE’s manufac- 
turing services staff. But they too find 
it hard to explain exactly how their 
new “‘awareness” of world problems and 
corporate philosophy has helped them 
to do their jobs better. 

Visitors from outside the company 
have criticized AMC as too long, too 
expensive, and too theoretical. In 
replying, the course staff is unable to 
prove any  dollars-and-cents payoff 
from the course itself. “For that 
matter, how do you measure the dollar 
contribution of research and account- 
ing?” Shipton asks. 
¢ Doubtful Future—At the moment 
AMC’s future is in doubt. Its faculty 
is not enthusiastic about the idea of 
letting more and more lower-level man- 
agers go to Crotonville. “If we went 
through the fifth level across the 
board, it would take forever,” says 
Wright. Besides, he thinks lower-rank- 
ing managers ought to be trained at 
home, where they can concentrate on 
local problems. 

Both Wright and Shipton would like 
to drop the present course in favor of 
a still-to-be-designed postgraduate pro- 
gram for upper-level executives. AMC 
will shut down for the last five months 
of 1961 so the staff can work up the 
new course. But the issue may not be 
finally settled for a couple of years. 
There are a number of*GE executives, 
including some vice-presidents, who 
want the present course to go on. 
¢ The Need—Whatever the future of 
AMC itself, there’s no doubt that there 
will be some sort of management 
education going on at Crotonville for 
some time to come. For the staff has 
found that the side benefits of just 
bringing GE managers together, what- 
ever the excuse, justify the effort. 

In big, diversified, decentralized 
General Electric it’s hard for the right 
hand to know what the left hand is 
doing. For example, at one course 
session the sales manager of a Latin 
American subsidiary found out from 
the manufacturing manager of a Mid- 
western components maker that GE 
produced a product he was ordering 
from a competitor. The upshot was a 
big order for the American manufactur- 
ing department. 

That sort of thing happens all the 
time at Crotonville, according to 
Shipton. “The business they do here 
more than pays for the course,” he 
says. “Literally, we could be teaching 
Sanskrit and making money on it.” END 
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lINTERNATIONAL OUTLOOK 


The Administration has pretty well worked out its ideas on U.S. foreign 
economic policy. You can put the hig moves that have been planned on a 
calendar running from March to September: 

¢ The President’s message on Latin American policy goes to Congress 
Mar. 13. The emphasis will be on new measures to encourage economic and 
social progress. 


¢ The foreign aid program proposals for tighter-knit aid operation will be 
sent to Capitol Hill Mar. 16. 


* Washington’s efforts to coordinate U.S. and European development aid 
will be resumed late in March in the Development Assistance Group. 


¢ The administrative foundations for the 20-nation Organization for Eco- 
nomic Cooperation & Development will be laid in June—assuming the U.S. 
Senate soon approves the OECD treaty. 


¢ Proposals for strengthening the International Monetary Fund will be 
put up to the annual IMF meeting in September (BW—Feb.18’61,p28). 


The Administraticn’s position on trade policy still hasn’t jelled. It’s 
on the back burner since the Trade Agreements Act doesn’t come up for 
renewal until 1962. The only important piece of legislation that Kennedy 
may propose this year is a trade adjustment bill that would permit govern- 
ment assistance to communities or industries hurt by imports. 


The emphasis in the new aid program will be on structural and adminis- 
trative reforms rather than big increases in money. Kennedy’s foreign aid 
request probably won’t top the last one made by Pres. Eisenhower by more 
than $500-million. 


However, there will be one highly controversial item in the aid program. 
It’s a proposal that a revamped aid organization be given authority to borrow 
directly from the Treasury—short-circuiting the appropriations process so 
dear to Congress. 

The Administration hasn’t decided how much borrowing authority it 
wants to give the new aid organization, or quite how to get it. One sugges- 
tion is to take over some of the Export-Import Bank’s borrowing authority, 
along with most of Ex-Im’s activities in the development field. 


The main idea is to get away from annual aid appropriations and 


country-by-country accounting to Congress. Aid then could be put on a 
long-term basis, and funds used more flexibly. 


The French and the Algerian Nationalists are working carefully, cauti- 
ously, deliberately to end the war in Algeria, now in its seventh year. 


This week’s meeting between French Pres. de Gaulle and Tunisian Pres. 
Bourguiba, acting as a go-between, helped to clear the way. A top level 
meeting between French and Algerian Nationalist (FLN) leaders—perhaps 
de Gaulle and FLN leader Ferhat Abbas themselves—is expected shortly. 


De Gaulle and Bourguiba agree, in general, on how to handle the 
Algerian problem. But the FLN doesn’t see things the same way and may 
not accept their views. 


Bourguiba favors a gradual settlement within a North African frame- 


work that groups Tunisia, Algeria, and Morocco. Called Maghreb, this group. 


would be linked in loose political and economic association with France. 
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| INTERNATIONAL OUTLOOK continued 








BUSINESS WEEK De Gaulle has always favored this scheme. It permits France to with- 
draw from Algeria without losing face and to remain influential in North 
MAR. 4, 1961 Africa, including the oil regions of the Sahara. 


| 

Hl 

: 

The FLN has never been keen about this plan. It wants to negotiate 

immediate independence with de Gaulle, and not be granted gradual inde- 

| pendence on a French schedule. The Algerians also insist that the Sahara 

oil belongs to them alone. 

| Moreover, there’s a conflict within the FLN that fetters Abbas’ free- 

| dom to maneuver. He must ward off a group of FLN extremists, who are 
under Communist control and want no settlement with France. In this 

sense, Abbas may be in the same position that de Gaulle was a year ago, 

| when .the French right-wing tied his hands. 

| 

| 


Washington this week is assuming an attitude of watchful waiting toward 
the Congo. The situation is so confused, with rumor and counter-rumor 
so rife, that U.S. officials are reluctant even to speculate about trends in 
the crisis. 

The confusion favors the Communists, offering them opportunities for 
infiltration. That’s why Washington is hoping things will steady down 
after next week’s proposed meeting between three anti-Communist leaders 
—Premier Joseph Ileo of the central government at Leopoldville, Moise 
Tshombe of Katanga province, and Albert Kalonji of Kasai. 

This week, the three leaders agreed to join military forces. Washing- 
ton has cautious hopes that this will ripen into a political settlement, tying } 
the factions together in a loose federation. This might open the way for . 
U.N. efforts to help restore order. : 





 enenmantiiiinnent sti ene ie en ee ‘ Sate oe 


Britain has made a new offer to settle the differences between Europe’s 
two trading blocs—the six-nation European Economic Community (EEC) 
and the seven-nation European Free Trade Assn. (EFTA). As a result, 
there may be new formal negotiations between EEC and EFTA before too 
long. For the past two years, there has been an official standoff. 


Under London’s new scheme, Britain would move more than halfway , 
into EEC, while still belonging to EFTA. Moreover, it would maintain | 
some, though not all, of its special economic relations with the Common- | 
wealth. To achieve its goal, Britain would give ground in three areas: | 


¢ Agree to a common tariff with EEC on industrial goods and raw 
materials except where such products were imported from the Common- 
wealth or EFTA. 
¢ Allow EEC to negotiate with the Commonwealth countries for reduc- 
{ tions in the tariff preferences now enjoyed by Britain. 


¢ Consider joining the institutions of EEC or some parallel bodies. 


Re er 


\ The French are taking a dim view of these new British proposals. How- 
ever, Paris has agreed to explore them. 

The Dutch and West Germans seem ready to buy the British scheme. 
Both these nations want a wide European market, and both are inclined 
to balk French plans to turn EEC into a political federation until a trade A 


merger is achieved. 
Contents copyrighted under the general copyright on the Mar. 4, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Rambler American Deluxe 
2-Door Sedan 


Operating Figures Will Tell You... 


The 1961 RAMBLER 
Is Your Best Fleet Buy! 


i 


Fleet operators’ own figures show Rambler is the 
soundest fleet buy. Initial costs are lower and re- 
sale value is higher. The All-New Rambler Ameri- 
can is the lowest-priced U.S.-built car, and all 
Rambler models are priced below comparabie 
models of other manufacturers. Rambler’s record- 
breaking economy means more miles per gallon. 
You save on maintenance costs, too. Fleet exec- 
utives rate the quality-built Rambler the most 
trouble-free car. Once you put a new Rambler to 
work in your fleet, you’ll order more Ramblers. 
Fleet owners always do. Better investigate today. 


See Your Rambler Dealer 
or phone or write 
FLEET SALES DEPARTMENT—Dept. C-34 


AMERICAN MOTORS CORPORATION 


14250 Plymouth Road, Detroit 32, Michigan 


MORE PROOF OF 
RAMBLER EXCELLENCE! 


For 12 months or 12,000 miles, whichever occurs first, your 
Rambler dealer will repair or replace without charge any 
Rambler part which is defective in material or workmanship, 
except tires which are covered by the tire manufacturer’s 
warranty. Owners will be responsible for normal service 
maintenance, including normal replacement of such parts as 
filters, spark plugs, ignition points and wiper blades. 


Your Rambler dealer, for the life of the car while the original 
buyer owns it, will repair or replace without charge any 
Rambler Ceramic-Armored muffler or tail-pipe which is 
defective in material or workmanship. 


“ “ 
ee 


Fleet Leasing 
Arrangements Available 


If your firm leases fleet units, ask your leasing 
company for low Rambler rates or write us for the 
names of leasing companies with whom we have 
working arrangements for your convenience. 
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Applying an Economist's Yardstic 


Ideas of RAND Corp. group in 
Defense Dept.;, headed by Comp- 
troller Hitch (sight), give clue to 
shape of new# defense policies. 


Anvone looking for a line on the 
Kenned\ Administration’s defense 
policy, soon finds: the trail leading to a 
group of military ;conomists, mathema- 
ticians, and statisticians and to Santa 
Monica’s RAND ‘Corp. 

The RAND Comp a nonprofit re- 
search organizati#n, has been doing 
operations and “Gana research on 
long-range defens} programs, primarily 
for the Air oy since 1946 (BW 
Mar.3’56,p86). Utlike some other Ken- 
nedy advisers a. ‘ foresee a rise in fed- 
eral spending to gneet national needs, 
the RAND grouy,is by no means sure 
that defense md pee (by far the 

componer# of the total budget) 
need rise ver\ inf if at all. 


hi + 
biggest 


Though the fing! shape of the defense 
budget for the co*aing fiscal vear is now 
being wo obec upon pee th the 
RAND group’s prole bent is to deter- 
mine not only w pat belongs in the de- 
fens¢ Wes and isn’t there, but also 
what doesn’t bel@ng there, and how it 
should be eliminated. At this point, the 
group is not at all certain that any 
wweregate increases are necessary. 
¢ Migration—A nigration of RAND 
economists from Santa Monica to 
Washington has lscen under way for the 
past few weeks. | igre of the migrants 

Charles J. Hitch (picture), a former 
Rhodes Scholar ¥ a headed RAND’s 


Economics Div. prior to Inauguration 


Day. Their destination is the comp- 
troller’s office in: the Pentagon, where 
Hitch has been installed as Assistant 
Secretary of Defcnse (comptroller) and 
where he, in im, is installing a 
~ 

“programing activitv” that will even- 
“aan | eae lev 

ually employ 


ueput 10 of his former 
RAND colleagi [ 

[he mission oigfhe group: to improve 
decision making J: the Defense Dept. 
Cheir blueprint §,: action: a book, The 
Econom of Defense in the Nuclear 
Age (Ha..ard Urversitv Press, $9.50), 
by Hitch and Risland N. McKean, a 


RAND search economist who will 
tav in Santa Me:aica. 

Besides Hitch and McKean, the 
book’s title page ‘ists five other RAND 
economists as. “contributors.” Hitch 
told BUSINESS WEEK that “the book i 
irtually a collective product of the 


RAND Corp.” 

¢ Key—The key role of the comp- 
troller’s office in the Defense Dept.— 
as holder of the purse strings—means 
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DEFENSE COMPTROLLER Charles J. Hitch puts choice of defense policies to eco- 
nomic test, has open mind on need for extra defense spending. 


that the RAND book is being promi- 
nently displayed on desks in the most 
important Defense Dept. offices. The 
book is also widely thought to provide 
some insight into the thinking of 
Defense Secy. Robert S. McNamara 
(BW—Feb.11'61,p98), who, like Hitch, 
has an operations research background. 
Some thought thev saw clear signs of 
the book’s philosophy in McNamara’s 
guarded testimony last week before th« 
House Armed Services Committee. 

¢ Economic Theme—The RAND 
book’s central theme is that all defense 
problems are, in essence, economic 
problems—how to get the greatest pos- 
sible satisfaction, utility, or accomplish 
ment from use of resources devoted to 
defense. 

The book is a 422-page guide to 
the application of this “new way of 
thinking” to the major defense choices 
facing the U.S.: the choice of the cor- 
rect size for the defense budget as a 
whole, the choice of weapons, the 
choice of strategies, and the choice 
among various research and develop- 
ment projects. 

The first step in coming to the cor- 
rect decision in each of these areas, the 
book holds, is through what has come 
to be called in the Pentagon “the 
quantitative approach.” Each defense 
problem should be approached through 
numerical comparisons between the 
costs and returns of alternative ways 
of using resources for defense. And the 
first approximation to the correct solu- 
tion is to choose the policy that yields 
the greatest possible return for the 
costs involved. 





Hitch thinks that because of the 
complexity of defense problems, a com- 
parison between costs and payoffs ot 
alternative defense policies usually has 
to be approached through fairly high 
brow operations rese: ch tec hniques 
lhat’s why he is installing a program 
ing activity in the Defense Comptrol 
ler’s office. 

To the uninitiated layman, — the 
quantitative approach may seem like 
an obvious way to go about solving 
defense problems; buf Hitch _ told 
BUSINESS WEEK, “There is a lot of re- 
sistance to this approach among thc 
military. You find lots of military 
people who think that costs are irrelc 
vant and who refuse to look at the 
alternatives.” 
¢ How Big a Budget?—Hitch’s book 
first applies the quantitative approach te 
the over-all defense problem—the opti 
mum size for the defense budget as a 
whole. 

Hitch doesn’t feel that he can comc¢ 
up with a magic figure. He argues that 
the correct way of viewing the choic« 
of the “optimum defense budget’ is 
through comparing the satisfaction that 
can be gained through using resources 
for defense with the satisfaction to be 
gained from using resources for other 
purposes. The right question to ask, 
says Hitch, is not how much defense we 
need, for our defense “needs” are vir 
tually insatiable, or how much defensc 
we can afford, but rather, “how much is 
needed for defense more than it is 
needed for other purposes.” 

Hitch points out there is no objective 
answer to this question, no answer that 
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will appear as the obvious one to all men 

of good will. Instead, “each person’s 

answer depends on his attitude to risk 

and uncertainty.” Those inclined to 

gamble will favor small defense budgets; 

those inclined to hedge will favor larger 

defense budgets. 

e New Budget Focus—Hitch thinks 

that the role of quantitative analysis 

in choosing the size of the total defense 

budget must be limited to “devising 

exhibits and analyses” that will help 

Congress to weigh the gains and costs 

of “alternative program sizes.” 

To do this, he recommends sub- 

stituting an “end product budget”— 

which would put the budget figures in 

categories that correspond closely to 

uses—nuclear striking forces, conven- 

tional armaments, civil defense, and so 

on. The current budget for the defense 

department as a whole classifies costs 
Co- in terms of individual service depart- 

ments and in general areas. The budg- 

ets of the individual services classify 
he costs in terms of specific objects of ex- 
m penditure, such as travel or supplies and 
ot materials. 
as According to Hitch, the present way 
zh) of presenting the budget does tend to 
es. focus congressmen’s attentions on such 
m things as the 104-vear supply of Jeep 
ol parts once held by the services, the 

11,000 doz. oyster forks once owned by 
he the Navy. Hitch thinks it is proper for 
ik Congress to worry about these “indi- 
ng vidual objects of expenditure”; but he 
Id also thinks that this type of budget 
re- tends to draw congressmen’s attention 
he away from the main defense problems: beet 
IT —“‘Should the nation buy larger or Nowhere in the United States will you 
le smaller national security programs? Are tes fel . . 
he the last increments to existing programs find a combination of weather, soils, rain- 

worth their cost? Would further incre- fall, companies and people that yield a 
ok ments to particular programs be worth better harvest of forest products than in 
te more than they cost?’ Se . ME ies. f th 
ti ¢ Looking Ahead—Hitch thinks _ it Louisiana. INSET picture shows a combination of wood and water of the 
ar essential for the budget to include esti- sort that is making the state an up-and-coming producer of paper. Trees 

ere of the costs of specific il AG grow faster here, reach marketable size quicker. About 55 per cent of the 
n for “several years ahead’”—something § 
at not now done. He feels this is neces- state land area—16,128,900 acres—consists of forests. Managing these 
ce sary for making decisions about pro- woodlands and producing the big variety of commercial and industrial 
is gram levels. The major costs of a f es ta ; for th — 
at defense program he argues, usually materials that “grow on our trees” is an important job for thousan 
es occur in years subsequent to the one in Louisianians. These people and their forest products are still another 
be which the decision is. made to go reason why we say, “In Louisiana, Climate is a lot more than weather.” 
eT ahead with or to cut a program. 
k, ~The Gexibility of the budget in sny Every section of Louisiana has: SIZABLE COMMERCIAL CENTER /ABUNDANT 
ris content, see, 2? Te. See FRESH WATER/ACCREDITED UNIVERSITY OR COLLEGES, GOOD SCHOOLS / 
zs compared with the possible impact of TRADE SCHOOLS/ GOOD TRANSPORTATION / LOW COST POWER AND FUELS 
SC program decisions this year on budgets 
is for future vears. The fact that evervone Write for new booklet, ‘‘Louisiana Invests in Industry."’ Other information 
is is mainly concerned with the current available .-. . each inquiry receives individualized handling. 

annual budget is frustrating, because 
ve the Ry lee on tte ‘give’—and LOUISIANA DEPARTMENT OF COMMERCE & INDUSTRY 
at inefficient, because it neglects the SECOND FLOOR - BATON ROUGE 4, LOUISIANA 
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TOUGH NUTS! 






These unusuy! nut blanks are 
formed aui*matically — on 
compact, ef!'cient National 
Cold Nut Foymers. 


Quality is excllent, scrap is low 
and remarkable savings are 
realized over other methods. 


Send us your “Tough Nut 
Projects.” Better yet, come to 
Tiffin where we can concen- 
trate on your nut production. 
No obligation. 






National 14” 
Cold Nut Former 


(Available in sizes %’’ through 1’) 


NATIONAL MACHINERY CO. 


TIFFIN. OH/O, U.S.A 


HARTFORD DETROIT 
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larger, hidden part of the iceberg.” 
e Enough Money—Hitch doesn’t feel 
that he should comment publicly in his 
“capacity as a Defense official,” on the 
proper size of the defense budget. But 
in his “capacity as a citizen,” he says, 
“T feel very strongly that there are some 
additional things that we need that will 
cost money. I also feel very strongly 
that there is lots of money being spent 
inefhciently.”” He concludes, “We ought 
to be able to find enough money in the 
present budget to do the things we 
need to do without much increase in 
the total budget.” 

Hitch made this statement before a 
committee of which he is head had fin- 
ished its review of strategic weapons 
systems. He admitted that this review 
might find that it is “impossible to re- 
coup the full amount of needed extra 
outlays from reducing present inefficient 
programs”’—a neat way of saving that the 
total defense budget may have to rise. 
¢ No Major Reorganization—Hitch 
feels that proper defense planning neces- 
sarily involves thinking of missions in 
terms “which would naturally have to 
cross departmental lines.” But he feels 
that the major recommendations in his 
book can be instituted “without adopt- 
ing a defense reorganization plan like 
the one recommended to Pres. Ken- 
nedy” by Sen. Stuart Svmington (BW— 
Dec.10’60,p28). 

But Hitch does see a need, in the 
government generally, to improve “in- 
stitutional arrangements” to promote 
eficiency. He has in mind such things 
as an incentive system for civil servants 
and military personnel in order to elimi- 
nate the existing “strong forces” that 
militate against new decisions except in 
“palpable crises.” He would remove 
“oppressive deadlines” that give inade- 
quate opportunity for decision makers 
to study exhibits, but at the same time 
would speed up the budget-making proc- 
ess, which for the defense budget now 
starts about 18 months before Congress 
makes its appropriations. 
¢ Hurdle—The major trouble with 
Hitch’s quantitative approach to de- 
fense planning—and the one most likely 
to get him into conflict with the gen- 
erals—is that it’s extremely difficult to 
put into quantitative terms some of 
the considerations that are critical in 
defense policy. Some of these are the 
effect of alternative programs on the 
morale of the forces, on U.S. relations 
with its allies, on possible enemy re- 
actions. 

Hitch is fully aware of this, and his 
book has many ingenious suggestions 
for “quantifying” variables that seem 
“unquantifiable” to the layman. Still, a 
residue of doubt about how far the 
quantitative approach can be pushed 
remains in the minds of most old Penta- 
gon hands after they have completed 
the RAND indoctrination program.enb 








PROPERTIES 
OF SILVER 


MEET 
SPAGE-AGE 
NEEDS 


A new type of electrical cell has beer 
developed that produces current wher 
exposed to high-temperature environ- 
ments like the exhaust blast of a missile. 
Elements of silver and iron separated by 
a ceramic layer constitute the vital parts. 
The cell promises important space appli- 
cations but differs from other thermo- 
electric devices. 


This is only one of the many ways that 
the unique properties of silver and its 
alloys are being exploited by electrical 
and electronics equipment manufactur- 
ers to devise new products... achieve 
subminiaturization ...and“engineer new 
reliability and efficiency into such com- 
ponents as contacts, capacitors, switches, 
condensers and many others. 


If you're looking for a metal that pro- 
vides maximum thermal and electrical 
conductivity —and stays conductive even 
at high temperatures—that resists corro- 
sion—that can be obtained soft or hard 
—pliable or springlike—that comes in a 
wide range of mill forms—and can be 
nei or painted—then silver .or its al- 
oys may be the answer. 


Perhaps you have a project on your 
drawing boards right now that could 
benefit from the extra competitive fea- 
tures provided by the right silver — or 
gold — alloy. Why not tell us about it? 
We'll be glad to supply technical bulle- 
tins and answer any questions, without 
obligation. Just write or phone. 





Your No. 1 Source of Supply 
and Authority on Precious Metals 


si 





HANDY & HARMAN 


General Offices: 82 Fulton Street, New York 38, 
New York 
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An example of Avisco Rayons in Industry 

















CREAMS AND LOTIONS 


AUTOMOTIVE APPLICATIONS 


CIGARETTES 





BEER AND WINE 


PETROLEUM PRODUCTS FOODS AND DRINKS 


What do you want to filter better? 


oo — 


QUICK REPLY COUPON 7-1 


industrial Merchandising Division 
American Viscose Corporation 
350 Fifth Avenue, New York 1, N.Y. 


Please contact me about Avisco Rayons for use in the 
following application: 





Many people who make or use filters are discovering 
that they can do a better job of filtering for less 
money with filters of Avisco® rayon. The diameter 
of man-made Avisco rayon fibers is so closely main- 
tained that filter micron ratings can be held to meet 
most filtration specifications. So, whether you’re 


amennd 























interested in the filtering of liquid foods, oils, air, Name 
lacquers, paints, smoke, water, liquors or lotions— Company | 
whether you are manufacturing filters by the wet or sine 
dry system—look into Avisco rayon fibers. Fill out 
City. Zone State 


poo eee 


and mail in the Quick Reply Coupon. 





AMERICAN VISCOSE CORPORATION, 350 Fifth Avenue, New York 1, N.Y. 














HOW MANY LIKE HIM 
WILL YOUR SCHOOL LOCK OUT? 


Some Schools and Colleges are turn- 
ing away a third of the students 
who come to their gates. 

Others turn away a half. 

And there are some who admit 
they can take only a tenth of those 
who apply for admission. 

The reasons are usually the same: 
“Not enough money, not enough fac- 
ulty, not enough space!” 

Does your School need help? To 
raise money to solve growth prob- 
lems calls for more than passing 


the hat among the alumni. It needs 
careful study and long-range plan- 
ning. And since 1913 the AMER- 
ICAN CITY BUREAU has helped 
solve money-raising problems for 
Educational Institutions, both large 
and small. 

Without obligation, one of our ex- 
perienced Field Counsellors will be 
glad to make a Study of, and pre- 
pare a Plan to meet your special 
problems. Write our office nearest 
you today! 


AMERICAN CITY BUREAU 


Professional Fund-Raising Counsel for Almost Half-a-Century 


Chicago 1, III. New York 16, N.Y. 


Atlanta 9, Ga. 


Houston 25, Texas Sacramento 25, Calif. 


3520 Prudential Plaza 386 Park Avenue South 1375 Peachtree St. Bldg. 1202 Prudential Bldg. 451 Parkfair Drive 


Founding Member American Association of Fund-Raising Counsel 
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Highway Taxes... 
. . . proposed by Presi- 
dent to finance interstate sys- 
tem put more of the financial 
burden on truckers. 
If the 41,000-mile interstate high- 


way system is to be completed asf 


scheduled in 1972, the federal govern- 
ment, which pays 90% of the cost, 
must come up with an additional $9.7- 
billion in revenue. This week, Pres. 
Kennedy sent Congress his formula for 
raising the extra money. 

Kennedy asked that the federal gaso- 
line tax be kept at 4¢ a gal. rather 
than being allowed to drop back to 
3¢ as scheduled July 1. He also re- 


quested an increase from 8¢ to 10¢ af 


lb. in the manufacturer’s excise tax on 
tires, and increases in other levies that 
fall mainly on heavy commercial trucks, 
e Progress—The interstate program, 
dubbed the “biggest public works proj- 
ect in history” by its boosters, was 
begun in 1956. About one-fourth of 
its mileage—10,400 miles—is now open 
to traffic, and construction is under 
way on another 4,100 miles. Of the 
highways now being traveled, however, 
only 5,134 miles are up to 1975 trafhe 
standards—the eventual goal of the pro- 
gram. About 3,000 miles are capable 
of handling present-day traffic and will 
need additional improvements. Toll 
roads incorporated into the interstate 
system, bridges, and tunnels represent 
the remainder of the total. 

In addition, construction has been 
completed on 113,000 miles of primary, 
secondary, and urban roads that fun- 
nel into the interstate system, and an 
additional 21,160 miles are under con- 
struction. 
¢ Protests—The President’s proposals 
went to the House Ways & Means 
Committee, which plans to _ begin 
hearings next week. The proposals al- 
ready have provoked loud outcries from 
the trucking industry and other groups 
that oppose any increase in highway- 
user taxes, but it appears likely that 
Kennedy eventually will have his way. 

The petroleum industry objects to 
the proposed continuation of the fourth 
cent of the gasoline tax but was relieved 
that Kennedy had not asked for 44¢ 
levy as Pres. Eisenhower had. 

Kennedy made clear that he is not 
doing so only because he prefers not to 
raise taxes on the general consumer 
during the current recession and also 
because he feels that heavy trucks should 
be bearing a heavier burden of highway 
costs. 

The American Trucking  Assns. 
asserts, however, that the higher taxes 
on motor carriers will become consumer 
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Deep in the Caverns of Luray in Vir- 
ginia is one of the world’s musical mar- 
vels—the famed “Stalacpipe” organ—a 
unique instrument that gets rare tonal 
beauty from age-old stalactites, 


To get music out of solid rock, the sta- 
lactites have threaded metal rods bolted 
through them—close to small, wire- 
wound magnets. When an electronically- 
controlled hammer strikes a stalactite, 
the combination of rod and magnet 
becomes a tone generator whose im- 
pulses pass out through an amplifier. 


Imagine the dampness of the Caverns 
... the rust-producing environment... 
and what could soon happen to these 
musical rods bolted through the rock. 
Here is where a metal has to really 
prove itself. 


Nickel means trouble-free perform- 
ance. To prevent excessive rust and 
resulting expansion that could easily 
crack or snap off the stalactites, a 
special electrical steel—a steel with 
Nickel in it—was chosen. This high 


nickel alloy steel — 47-50% Nickel — 
stands up to the eternal dampness of 
this underground concert hall... and 
provides the exact combination of mag- 
netic properties needed for low power 
requirements and full high fidelity. 


Don’t overlook Nickel even if you’re 
not thinking of building an underground 
organ anytime soon. Alone or with other 
elements Nickel improves hundreds of 
alloys . . . makes possible almost any 
combination of properties for fabricat- 
ing or service demands. 


Whatever your metal problem—high 
or low temperatures, corrosion, stress, 
or an unusual combination of factors — 
consider the advantages of Nickel. For 
more information, just write us. 


THE INTERNATIONAL NICKEL COMPANY, INC. 


Big tone from little Nickel alloy rods. Pen 
shows the size of Allegheny Ludlum Steel 
Corporation’s AL-4750 nickel alloy special 
steel rods bolted through ancient stalac- 
tites. The rods vibrate with the rock after 
being struck by rubber-tipped hammers. 


INCO NICKEL 


NICKEL MAKES ALLOYS PERFORM BETTER LONGER 





NATION'S 
LARGEST 


» FEDERAL SAVINGS 
rs ASSOCIATION 





Nays you 4% on savings 


DIVIDENDS PAIWIQUARTERLY at 414% cur- 
rent annual rate « rid headquarters for savings 
of 160,000 individu:*s, corporations, and trusts in 
50 states, 71 foreign countries » Same, sound man- 





‘ agement policies since 1925 + $38,000,000 reserves 


* Resources: $600,(150,000 » Accounts insured by 
Federal Savings & } .;an Insurance Corp. » Man and 
wife can have up to 430,000 insured « Funds received 


by 10th, earn from I::t « We pay air mail both ways 


CALIFORNIA FEDERAL SAVINGS 


AND LOAN ASSN. * 67 WILSHIRE BLVD., LOS ANGELES | — 


FREE FINA: CIAL GUIDE: “The California Story” ; 
contains exerts’ ideas on saving money, investing in 
homes, inggrance, stocks. Other exciting features! 


—  — . 
? bal 





California doderal Savings & Loan Assn. BW-1 
Box hed Annex, Los Angeles 54, Calif. 





Please send free “* 
Cal Fed MAIL-SAVER 


Name 


[° California Story’ and 
0: 





Address 





eT State 





0 Funds enclosed in amount of $ 











business card that 
keeps reminding! 


Put your business card copy ona 
Barton Pen or Pencil. Present it 
with pride. Remind prospects and 
customers of your company, 

your product, your service. 












It costs less than lunches 
. and it lasts! 
FREE! Colorful folder 
with 13 exclusive 
new models. 
Write today. 





| 


& 
FS 


SHAW-BARTON 


, GERLACH-BARKLOW 
SALES OFFICES IN PRINCIPAL CITIES 
GENERAL OFFICES AND PLANT, COSHOCTON, OHIO 
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mowing in half the tume! 





E SAFETY ALL-STEEL 

H CONSTRUCTION 
RIC LIFETIME 
ER-GENERATOR GUARANTEES 
other quality features on 5 models of 


, self-propelled and push type rotary 
ers, famous ‘Silent Yard-Man” hand 


and power reel mowers, lawn trimmers, plus 
Yard-sters and miniature Corvettes. 


See your local Yard-man dealer or write for free, full color catalog. 


VSVARD-MAN INCORPORATED, 


1410 West Ganson Street, Jackson, Michigan 
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USE Business Week in their 
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taxes in the end because they will lead 
to higher prices for the transportation 
of industrial and commercial products. 

The President asked that the tax 
on diesel fuel, used mainly by trucks, 
be increased from 4¢ to 7¢ a gal. and 
that the annual tax on trucks weigh- 
ing more than 26,000 Ib. when loaded 
be raised from $1.50 to $5 per 1,000 
Ib. 
¢ Shuffling the Funds—Kennedy’s high- 
way financing proposals reflect his de. 
termination to try to hold down any 
federal budget deficit. Under present 
law, the expiration of the fourth cent of 
the gasoline tax, which would deprive 
the special highway trust fund of $600- 
million annually, would be offset by di- 
vetting some $800-million from the 
general treasury for highway building. 
This money would come from a portion 
of the federal excise taxes on automo- 
biles, parts, and accessories. But Ken- 
nedy said the diversion would amount 
to “deliberately unbalancing _ the 
budget” and “merely shifting money 
from one pocket to another.” 

The highway trust fund is presently 
supported almost completely by user 
taxes, and operates independently of the 
general budget on a_ pay-as-you-go 
basis. 

Kennedy warned Congress that with- 
out new revenue, the interstate program 
will fall five years behind schedule. He 
said that any slowdown would be un- 
wise “when our slump-ridden economy 
needs greater, not less, construction ac- 
tivity.” 

He also asked that authorizations for 
primary, secondary, and urban roads 
that feed into the federal road net be 
increased by $25-million every two years 
beginning 1964 until the $1-billion level 
is reached and maintained. 


Uniform Patent Policy 
Not Needed, Study Says 


There’s no urgent need to hammer the 
sometimes divergent patent policies of 
federal agencies into a uniform practice, 
says a report by the Patent, Trademark 
& Copyright Foundation of George 
Washington University. 

Controversy arose chiefly over De. 
fense Dept. practice of granting title to 
contractors for patentable products de- 
veloped with federal funds while the 
Atomic Energy Commission retains title 
in such cases, granting licenses to the 
contractors to produce the patented 
items. 

Very few patentable inventions come 
out of federally supported research, the 
university study concludes, and _ flexi- 
bility of policy in dealing with con- 
tractors is desirable for Defense and 
AEC. No strong case can be made for 
a uniform policy, it adds. END 
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NOW! DOORS THAT 


ARE WIDE OPEN 
FOR FLEET DUTY 


(WITH OPENINGS AS MUCH 
AS A HALF-FOOT WIDER!) 


16] CHEVROLET 


w Here’s the car that measures up 
to your fleet needs like no other. 
Everywhere you look—from those 
wider, easier-to-get-into door 
openings to the cavernous new 
deep-well trunk—you’ll find wide- 
open spaces where you want them. 
We’ve even raised the seats and 
increased the front seat leg room 
to give you the kind of easy- 
going comfort that takes fatigue 
out of long business trips. But 
with all this extra roominess, 
Chevrolet’s sensible new outside 
dimensions allow extra inches of 


The fleet car America likes to do business with! 





clearance for easier parking and 
garaging. These are just a few of 
Chevrolet’s important new im- 
provements in functional design 
which further assure you the high 
trade-in Chevy has always been 
so famous for. Get in touch with 
your dealer soon and let him show 
you all the made-to-order fleet 
car benefits that make Chevro- 
let your best investment for 
economical transportation. .. . 
Chevrolet Division of General 
Motors, Detroit 2, Michigan. 
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In the Markets 


| 
Pressure on, London Gold Market Lets Up; 


U. S. Reports No Net Gold Outflow Last Week 


The London gold market appeared back to “normal” 
this week. For the first time since last July, the dollar 
price of gold dropped to $35.075 per ounce, less than the 
U.S. Treasury’s selling price of $35.0875, and trading was 
reported “very quiet.” Moreover, as Pres. Kennedy re- 
ported at his = conference this week, there was no 


net gold outflow from the U.S. last week. 


The decline in gold actually has been due to price 
movements in two different markets: the gold market 
itself and the foreign exchange market for the pound 
sterling. In London, gold is quoted in sterling, and 
often moves quite independently of the foreign exchange 
market. This sterling gold price has been slipping in 
recent weeks. But the price of sterling in relation to 
the dollar has also been dropping, which has made the 
dollar equivalent of the London gold price drop even 
farther. 

But pressure on the London gold market, and on the 
U.S. gold stock, is far from finished. Both West Ger- 
many and Japan are anxious to increase the proportion of 
gold in their official reserves. The Germans would like 
to increase their gold from 40% to 50% of total reserves 
(which would mean buying about $700-million in gold); 
the Japanese—who have held the bulk of their reserves 
in dollars since the war—want to boost their gold from 
13% to 30%. This would entail buying about $200- 
million. Part of this demand may be supplied as Amer- 
icans respond to the new order prohibiting overseas gold 
holdings by selling the gold that they have accumu- 
lated abroad. 


a. 2 2s 
| 
Lazard Fund Adopts Sliding Scale 


Of Fees fer Investment Advisers 


In the past. year, the mutual fund industry has been 
hit by a rash ‘of stockholder suits claiming that manage- 
ment fees pais «1 to investment advisers are too high, and 
demanding tliat they be reduced (BW —Apr. 16°60, p58). 
This week, gazard Fund, Inc., a $125-million mutual 
fund, becamé the first major ‘fund to yield with an 
offer to cut its fees. 

Lazard’s action, despite protests to the contrary from 
other funds, }; certain to influence the way similar law- 
suits are hanced. 

Previously «azard had paid the standard annual fee 
of a flat onehalf of 1% of net assets to its manager, 
the investmc| banking firm of Lazard Freres & Co. 
Now, the fur;d proposes a sliding scale of annual fees: 
one-half of 1% on the first $100-million of assets; three- 
eights of 1% yn the next $50-million; one-quarter of 1% 
on all over S15 0-million. 

The actual‘reduction in fees that Lazard Fund pays 
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won't be significant—it works out to a cut of not much 
more than $35,000 a year. And since Lazard Fund does 
not offer shares continuously, its future growth, which 
would increase the proportion of assets on which lower 
fees apply, will probably be limited. 

What is significant, however, is the fact that Lazard 
Fund, with its blue-ribbon board of directors, has en- 
dorsed the principle that management fees should be 
reduced as a fund’s assets rise. This is certain to in- 
crease the pressure on other big funds that pay a fixed 
fee for management. Several of the largest funds, in- 
cluding Wellington Fund, Inc. (assets over $1-billion), 
already use a sliding scale of fees; but they are in the 
minority. 

e e e 


Treasury Tells S&Ls to Cut Interest Rates 


Or Face Possibility of Government Regulation 


The scope of the Kennedy Administration’s drive to 
push down long-term interest rates, either through moral 
suasion or through direct market intervention, is widen- 
ing. ‘This week, Treasury Secy. Dillon (page 30) told 
four leaders of the West Coast savings and loan industry 
tc cut their interest rates on savings or face the possibil- 
ity the government will regulate S&L rates, much as 
bank interest rates are regulated by the Federal Reserve. 
In California, the S&L rate generally is 44%. 

Pres. Kennedy said that Joseph P. McMurray, new 
chairman of the Federal Home Loan Bank Board, which 
acts as central banker to S&Ls, will meet with officers 
of the industry to persuade them to reduce interest rates 
on mortgages. McMurray, too, is tackling California 
first. 

Dillon acted on the theory that the high rate paid to 
savers has been an important factor holding up long-term 
mortgage rates, which the Administration is anxious to 
cut in order to stimulate the economy. He reasons that 
S&Ls have sought to maintain a spread betweca the 
rate they pay for savings and their lending rate in order 
to protect their profits. 

Most S&L men sharply disagree with this approach, 
and say that they intend to fight any attempt to force 
down their savings rate. They say that they can cut 
lending rates without cutting savings rates. Profits, they 
say, would not be seriously affected since the bulk of 


_ their mortgage loan portfolios are on the books at high 


rates. They also point out that savings rate reduction 
might have just the reverse effect from what Dillon is 
trying to accomplish. It might dry up the supply of 
funds, and create a shortage of mortgage money, which 
would immediately push lending rates up again. 


If Dillon succeeds in forcing a cut in S&L savings 
rates, it could prove a bonanza for owners of S&L hold- 
ing company shares. Dividends paid to savers are the 
biggest single cost item for an S&L, and reduction 
“would send profits through the roof,” according to 
C. Dean Milosis, S&L analyst for Neuberger & Berman, 
NYSE brokerage. As it is, S&L shares have done ex- 
tremely well—for example, Financial Federation, Inc., 
is trading about $75 (1960 low: $27) and First Charter 
Financial Corp. has jumped to about $38 from a 1960 
low of $15. 
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Spot new sales 
opportunities 


with 





American Credit Insurance 


While it covers your receivables during the period 
of risk, commercial credit insurance provides new 
sales opportunities, too. With an ACI policy, you 
can confidently add more good customers, sell 
more to present customers. 


Title passes to the purchaser the moment your 
product is shipped. From that point on, the sound- 


est protection for your accounts receivable . . . 
for all the working capital and profit your product 
represents . . . is the new and broader coverage of 
American Credit Insurance. Today, as for 68 
years, an ACI policy is important to sales progress 
and good financial management. Call eg insur- 
ance agent . . . or the local office 

of American Credit Insurance. 


12 WAYS CREDIT INSURANCE CAN HELP YOUR BUSINESS 


Its advantages are spelled out in a helpful ACI 
booklet, yours for the asking. Write AMERICAN CREDIT 
INSURANCE, Dept. 42, 300 St. Paul Place, Baltimore 2, Md. 


= 
A subsidiary of COMMERCIAL CREDIT ae 
COMPANY, which has assets of over 0a hay? 
two billion dollars. 7 
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IN BRICGE... 
EXPERIENCE IS THE GREAT TEACHER 


IN SCOTCH eee 


TEACHER’S . 
IS THE GREAT EXPERIENCE 





Ba Sax a ee 


Se ane an ed 


TEACHER’S 


HIGHL;AND CREAM SCOTCH WHISKY 
(:OTTLED IN SCOTLAND | 











4 
TEACHER'S HIGHLA y CREAM BLENDED SCOTCH WHISKY/86 PROOF/ SCHIEFFELIN & CO.,N Y. 
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YOUR POSTNASTER SUGGESTS: 


For faster and more efficient postal service . . . 
Learn the “A.B.C.’s” of good mailing habits! 


A postal A ivery zone number helps speed your mail! 
‘ 


B certain to include your return address on all letters and packages! 


C that the delivery address is correct and complete! 
—and— 


MAIL EARLY IN THE DAY—IT’S THE BETTER WAY! 
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Wall St. Talks .. . 


. .. about rise in security 
deliveries, interest on time de- 
posits, AT&T’s rights offering, 
Paramount. 


Brokers report a sharp rise in the 
number of orders to deliver customers’ 
securities. ‘They aren’t quite sure what 
this indicates, but some say it means a 
surge in buying for long-term invest- 
ment, that the stock certificates are 
being salted away in the safe deposit 
box. Others suggest that there has 
been a big increase in buying on mar- 
gin, and that people want their cer- 
tificates to pledge at banks or with 
other lenders. 


First National City Bank’s move last 
week to pay interest on domestic corpo- 
rate time deposits (BW —Feb.25’6l, 
p34) has touched off a chain reaction 
around the country. Small banks are 
offering the same service, a few in units 
as small as $50,000 (National Citv 
won’t take less than $1-million). Typ- 
ical is the Colorado National Bank in 
Denver. To “keep funds from being 
sucked out of the region,” it’s offering 
its corporate customers certificates of 
deposit for any maturity from three 
months up to a year, and in amounts 


of $100,000 and up. 


The new $965-million American 
Telephone & Telegraph rights offering 
—20 rights will get vou 1 share at $86 
per share—could put a crimp in the mar- 
ket. Big investors say they will subscribe 
to the rights, which means that a lot 
of money that might have been invested 
elsewhere will go into the AT&T of- 
fering. 


The surge in mutual fund sales is 
what’s behind the rise in shares of the 
fund management and sales companies, 
which were hard hit when sales slumped 
last year. Since the first of the year, 
Hamilton Management (264) jumped 
67%, Hugh W. Long (234) is up 36%, 
Vance, Sanders (164) is up 30%, Wad- 
dell & Reed (27) has gained 21%, and 
First Investors Corp., one of the big- 
gest contractual plan companies, has 
jumped from 10% to 14. 


Paramount Pictures Corp., which has 
been steadily shrinking its capitaliza- 
tion over the years (BW —Sep.17’60, 
p175), may be about to call for another 
tender of stock from shareholders. 
Brokers think this would be bullish for 
Paramount, which hit a new high of 
68 this week (1960 low: 394), since it 
would virtually eliminate the floating 
supply of the stock. 
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“Nopacol 30-S”...What Kind of 
a name is that for a girl? 





That’s my nickname. After all, what 
would you do if you were a baby 
chemical? Technically speaking, 
I’m known as a “‘polyoxyethylene- 
fatty derivative’. . . and who wants 
to answer to that? 





a 


They even published our names in 
a recent issue— complete with dis- 
tinguishing characteristics, special 
abilities and family backgrounds. 
That’s how important we are to 
CW’s more than 46,000 all-paid 
subscribers. 


I’ve got plenty of baby brothers and 
sisters with names just as funny as 
mine, too. Think of it... there were 
496 brand-new chemicals born in 
the Chemical Process Industries 
last year. 





Pretty exclusive, that CHEMICAL 
WEEK. For management only... 
presidents to purchasing agents, 
top brass to shirt-sleeved plant 
bosses... all job levels, all functions 
... both business and technical, but 
all ‘‘managers.” 


What’s more, the editors of 
CHEMICAL WEEK tell me that’s the 
highest birth rate in the CPI market 
since '55. And we’re being born 
now in 4 to 5 years instead of the 
old 7-year cycle. 





ae : 


ee 


Really unique. ..alert and lively asa 
general newsweekly, but pointed 
exclusively to management's profit 
problems. Guess that’s why adver- 
tisers placed more display pages 
here last year than in any other CPI 
magazine. 


Industry Spokesman for CPIl-Management 


Chemical Week 


A McGraw-Hill Businesspaper (ABC-ABP) 








Alhambra’s 
HIGH 
RATE 


on insured savings 





DIVIDENDS AID 4 TIMES A YEAR 


Get high regurns and time-proved 
safety for your savings at First 
Federal of Afhambra—the oldest, 
largest fedepal savings association 
in one of Caifornia’s richest, fast- 
est growinghareas A perfect 35- 
year record of dividends and safety. 
Each account insured to $10,000 
by U.S. Government agency. Man 
and wife can have up to $30,006 
insured savings. Reserves 80% 
higher than law requires. Resources 
over $85,000,000. Funds placed 
by 10th of month, earn from Ist. 
We pay air mail postage both ways. 








| FIRST FEDERAL SAVINGS of Alhambra | 
j Dept. 1-11 Garfjeld & Bay State Sts. i 
j Alhambra, Calif-¥nia* | 
| Please send Save-by-Mail information to: l 
Name__.. os | 
Address__: ; 
j City a Se 
| “Or address to. First Federal Savings, Dept. 1 
| §11, 152 So. Glendora Ave., West Covina, | 
1 Calif. i 


FIRST. FEDERAL 
SAVINGS ,80.:0, 
OF Ax HAMBRA 


ee 








San Gabriel Valley's Oldest, Largest Federal Savings 


*4%% % xurrent Annual Rate 
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NEW PRODUCTS 





Celanese Adds a Tough Plastic 


Celcon, a new high-perform- 
ance plastic, means more com- 
petition for nylon, Delrin, and 
the polycarbonates. It’s priced 
to compete with cast metals. 


Driving a plastic nail into a wood 
block used to be quite a trick. Now- 
adays, new high-performance plastics 
can do it easily. 

The latest tough-as-nails polymer is 
Celanese Corp. of America’s Celcon, 
introduced last week. It’s the newest in 
a group of rugged plastics that are 
competing hard with time-tested nylon 
and cast metal. Indeed, the competi- 
tion among the new plastics themselves 
is rugged. 

Celanese’s material is a copolymer, 

or mixture, of acetal resin and an as yet 
unannounced chemical. It’s aimed 
straight at the market that. du Pont’s 
Delrin, a straight acetal resin, has been 
developing for the last vear. It will also 
compete with General Electric’s poly- 
carbonate plastic. 
e Prices Go Down—Celcon will cost 
70¢ per lb. in sample quantities until 
Celanese completes a multimillion-dol- 
lar plant in Bishop, Tex., sometime 
next year. Then, the price will almost 
automatically drop. Du Pont’s Delrin 
is slated for a price cut next week. 
Effective Mar. 7, Delrin will drop from 
80¢ per lb.—a level it has held since 
last June—to 65¢. (Delrin was intro- 
duced at 95¢.) 

GE’s polvcarbonate resin, introduced 
at $2.50 per Ib., dropped last vear sev- 
eral times to its present price of 
$1.30, and the industry expects further 
price reductions. All these materials 
compete with nylon in the plastics mold- 
ing market, and nylon has also taken 
some hefty price cuts within the vear. 
Nylon’s present price is approximately 
98¢ per Ib, as a result of a 20¢ drop in- 
itiated by Foster Grant Co., Inc. last 
vear. 
¢ Variety of Virtues—Nylon, — the 
acetals, and polycarbonates are all 
known as_ high-performance plastics. 
They are tough, resist boiling water tem- 
peratures, and don’t crack or become 
brittle at low temperatures. 

They are all thermoplastics: They melt 
when they get hot enough—unlike the 
thermosetting plastics, which set hard 
in the presence of heat. ‘Thermoplastics 
are easier to mold, and are particularly 
suited to mass-produced items, both 
structural and decorative. 

Celcon, Delrin, nylon, and_polycar- 
bonates are also impact-resistant and 








PLASTIC NAILS made from Celanese 
Corp.’s Celcon pass hammer test. 


self-lubricating. They stand up well 
against abrasion and wear. They're used 
as wheels, bearings, gears, pump parts, 
and other structural pieces. Since 
they’re unaffected by many corrosive en- 
vironments, they're superior to metals 
in many applications. 

¢ Competitive Push—The high price of 
nylon and other high-performance plas- 
tics has tended to keep large volume 
uses limited. In addition, lower-priced 
plastics such as styrene, polyethylene 
and polypropylene comé uncomfortably 
close to matching the performance of 
the high-price plastics. 

However, with competition putting 
pressure on price, and price reductions 
building larger markets, all the makers 
of the high-performai:ce plastics think 
they will be able to break further into 
products now made of zinc and alumi- 
num die castings and stamped metal 
parts. They may take over in products 
where the lower-priced plastics are close 
to their maximum limits in strength 
and durability. 


Marine Air Conditioner 
Seeks Markets Ashore 


Hi-Press Air Conditioning of Amer- 
ica, Inc. will offer a version of its small- 
pipe, high-pressure air-conditioning sys- 
tem—originally designed for ships—to 
office buildings, apartment houses, and 
factories. 

According to Pres. S. W. Brown, the 
Hi-Press system uses much smaller 
diameter pipe to carry air than conven- 
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When an employee 4c 
dies... 
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-e of 
vm} are kind words 
“! enough to offer his family? 


> of 


ting Whether he leaves an elderly widow, or a young mother with 
ee small children, it’s obvious the family was dependent on his in- 
inl come. His fellow workers think of their own families in the same IMPORTANT EXTRA SERVICE. To help 
into situation, and they wonder what the company will do. employees better understand your company 
benefits . . . to point out that your contributions 


imi- What’s your practice? Send the widow one or two pay checks? s : 
to group insurance actually represent ‘‘tax-free 


etal Pass the hat? Send a sympathy card, wishing you could do 


: ; ” : Ser Vrute 85 

a more? But then, how do you handle the many other similarly Ngl-A- orsign re srg ee apace 

igth difficult situations caused by old age and disability, as well as What’s more, through Nyl-A-Plan, individual 
by death? In each case, whatever you do can seriously affect insurance for personal or business purposes may 
the morale of all your employees. be obtained at lower-than-regular monthly rates. 

25 For both large and small companies, the sensible, economical 

2) solution to these awkward personnel problems is a New York 

+ Life Group Insurance Plan. Carefully fitted to your special ° 

gt needs, such a plan helps you formulate and execute sound, suc- New York Life 

att cessful policies to the benefit of everyone in your company. : 

a Your New York Life Agent can tell you about interesting Leader in Business Insurance 

—to plans for practically any type of business. To modernize your 

and present program, or to set up a new one, call your Nylic repre- @ylip 

nl sentative, or write: New York Life Insurance Company, 51 

ler Madison Avenue, New York 10, N. Y. (In Canada: 443 Uni- Life Insurance « Group Insurance + Annuities 

‘en- versity Avenue, Toronto 2, Ontario.) Accident & Sickness Insurance « Pension Plans 
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Print your own 
...0n a Weber Label Printing Machine 


e save hours and hours of typing 
e eliminate label inventories 
e cut your label costs up to 90% 





Save expensivp hours of typing individual —— You get 
and eliminate, addressing errors. Eliminate high- . 
cost, wasteful] volume purchasing, storing and in- 7 Big Advantages 
ventorying oi labels—the Weber Label Printer @ No more buying 
will run themjoff when and where you need them. labels 
The comp portable, typewriter-size, fully : 
automatic méchine prints, counts, cuts to size, ° — typing 
and stacks latels—at 105 per minute! It adjusts 
in seconds for ‘lifferent sizes and varieties of labels @ No more label 
used in shipping, production, packing, inspection inventories 
and other departmental work. Prints from stencil 


or rubber mat on gummed, ungummed, dry @ Reduce claims 


gummed, linem or pressure sensitive stocks. @ Reduce theft and 
Whatever the variety or quantity, you can now — 


print all your: label needs quickly and easily on a 
Weber Label ‘Printing Machine. Get the facts on 
how you can save up to 90% on your label costs— 
mail coupon! 


Address faster 
Ship faster 
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marking costs 
WEBER MARKING SYSTEMS “ pars 
Dept. 15-C 4 
Weber Industrial Park uit 


Weber 


Mount Prospect, Illinois 
Please send me complete data on Weber Label 
Printing Machines. 
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MARKING SYSTEMS Company 
Sales asid Service in individval 
all pr}ocipal cities Position. 
; Address 
x City. Zone. State. 
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tional low-pressure systems require. 
And it doesn’t need water pipe, fans, 
or motors near the individual room 
units, as do other high-pressure systems 
on the market. 

All heating and cooling is done at 
the central station, and the conditioned 
air is carried through narrow pipe (54 
in. down to 24 in. in diameter) to the 
room outlets where it is blended to the 
right temperature. 

Since large ductwork and much 
equipment are eliminated, Brown 
claims that this system saves a great 
deal of space and can be installed in a 
third of the time required for conven- 
tional systems. At least one floor of 
offices or apartments would be gained 
in a 15-story building by making use 
of the Hi-Press method, Brown esti- 
mates. 

Recently, Hi-Press bought the assets 
of Drayer-Hanson Inc., a Los Angeles 
manufacturer, from Crane Co., in order 
to design and produce large-scale air- 
conditioning systems for “on-shore” 
markets. 








NEW PRODUCTS BRIEFS 





A silicon resin developed by Dow Corn- 
ing Corp. makes it possible to encap- 
sulate electronic circuits and compo- 
nents in a clear substance, so that they 
can still be inspected visually. The 
resin, in the form of a nearly colorless 
liquid, is poured around the electronic 
parts where it hardens into a tough, 
flexible transparent mass, which has 
good insulating properties and moisture 
resistance, according to Dow Corning. 
The material can be ciit away with a 
knife, so that a defective part can be 
replaced; then the hole is filled with 
more resin. 


+ 
A device that hooks to the front of 
photocopy machines eliminates most of 
the manual handling of these machines. 
It measures the original drawing or 
document, selects proper width copy 
paper from its own store, aligns the 
paper with the original and cuts it to 
size, then feeds the two through the 
copy machine. The manufacturer, Wil- 
liams Automation Co., expects to find 
applications in engineering and archi- 
tectural firms, insurance offices, and 
banks. Price will range from $2,500 to 
$3,500. 

. 
New packaging material consists of 
polyethylene film laminated to burlap. 
The polyethylene is black, clear, or 
white, and the burlap is dyed various 
colors. Formed into tubing, it makes 
a protective covering for objects of 
most any size or shape, says its pro- 
ducer, Burlap Tubing Manufacturers, 
Inc., of Philadelphia. 
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You'll face a clampdown on tax record-keeping this April Your 
records—if detailed enough to prove all deductible items—can mean heavy 
tax-dollar savings. Or the reverse, if your handling is sloppy. 


The biggest trouble spot, of course, is travel and entertainment. If you 
are questioned on these items and can’t come up with adequate records, the 
Internal Revenue Service (or eventually a federal judge, if you get that far) 
will simply estimate the amounts of cash involved—and these estimates 
usually run well below what you have claimed. 


There is even a chance of complete disallowance. In a recent case— 
fairly typical—a man claimed $8,300 for travel and entertainment, and 
wound up with $2,700. In another case, $5,612 was dropped to $1,885. 


The answer, obviously, is to get into the habit of day-to-day expense 
recording. And, here, there’s a silver lining: If you haven’t saved sales slips, 
receipts, or canceled checks, the Tax Court now says that a simple diary—in 
your own handwriting—will suffice. 


If you do rely solely on a diary, it can’t be slipshod. It must be neat 
(book form is best), detailed, and must cover the calendar in a systematic way. 
Generally it must show (1) the business purpose behind each expense, and 
(2) people, places, dates and amounts as exactly as possible. 


IRS doesn’t want to see your original tax records unless you’re called in 
for an examination (exceptions, like Schedule C and D information and 
medical outlays; are noted on the 1040). But it’s a good idea to attach repro- 
ductions of important or unusual records when you file. This is one way to 
head off any mixup or needless questioning and possibly a snafu later on. 


Incidentally, keep all original records and diaries for at least three 
years—IRS can call you on the carpet during that period. 


If your records for last year are in poor shape, you may need extra 
time to dig up papers, get details in order. (This year the deadline is Apr. 17, 
the 15th falling on a Saturday.) The District Director in your area can grant 
a routine extension up to six months. 


He’ll usually give extra time, if you indicate your inability to assemble 
facts in time to prepare a proper return. Bui if you get an extension, you pay 
interest at 6% on the unpaid tax, from Apr. 17 to date of payment. 


Note: A late filing without an extension can be costly. You pay the 6%, 
plus 5% of the total tax due for each month’s delay—up to 25%. 


For an extension, use revised Form 2688, or an informal letter. If you 
use a letter, explain clearly your reason for wanting to delay filing. Be sure 
to state (1) whether you filed timely tax returns in the past three years, and 
if not, why not; and (2) whether you filed estimated declarations for those 
years and actually paid the installments as required. 

Red tape: Inability to pay (even if you would have to liquidate holdings 
at a great loss) is never grounds for an extension. If you can’t pay, file your 
return anyway, and apply for an extension of time to pay, using Form 1127. 
This should save you an added penalty. 


Next time you’re in the South, you might like to visit Cape Canaveral 
and see one of the big missile launchings. There’s usually at least one 
shoot each week. 


The Cape itself is a triangle of land jutting into the Atlantic on the 
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east coast of Florida—200 mi. north of Miami, 150 mi. south of Jackson- 
ville, and 45 mi. due east of Orlando. Easiest way to get there is by air. Eight 
daily flights—from Atlanta, Jacksonville, and Miami, via Eastern and 
National—come into Melbourne (the nearest airport), even more at Orlando. 
Best bet is to rent a car at the airport. 


The missile range isn’t open to the general public. But if you carry 
an impressive corporate title, the Air Foree—which runs Canaveral—prob- 
ably will put you in the VIP category and show you around. Try to arrange 
this in advance with the Air Force in Washington, but Patrick Air Force 
Base, Cocoa Beach, can also work out details. 


Incidentally, if your company is a subcontractor for one of the missiles, 
you obviously should first contact your representative at Canaveral. How- 
ever, contractors can’t bring in employees of other companies as “guests.” 


If the Air Force won’t give you special treatment—or your wife and 
family are along (which almost surely will nix any special deal)—you can 
join the tourists and local residents on the beach at Cocoa Beach, the town 
nearest Canaveral. You’ll miss hearing the countdown over the P. A. system, 
but your view will be in some respects better than at Canaveral itself. For 
the missiles will be arching from left to right, in front of you—instead 
of going away from you. 

To get advance word on a shoot, you generally can check with the Air 
Force or local newspapers. Cab drivers and waitresses in Melbourne and 
Cocoa Beach also have a way of knowing about the super-secret launch- 
ings (which the Air Force, of course, won’t announce in advance). 


South of the Cape, along “the strip” between Patrick and the missile 
range, is a string of luxury motels (room service, swimming pools, kitchen- 
ette suites). The Congress Inn and the Ko-Ko Motel are two of the newest. 
Some motels have telescopes on rooftops for missile viewing. . 


The Cape offers swim-and-sun relaxation, too—the weather is only 
about 5F cooler than Miami’s. Good fishing abounds, especially for salt- 
water trout and—offshore—tarpon, bluefish, and Spanish mackerel. 


Eat at Bernard Fisher’s Surf, specializing in seafood (try the Spanish 
mackerel) and also offering such exotic meats as kangaroo, bear, whale. 


In the dog-owning world, poodles—toy, miniature, and standard—now 
lead in popularity. They’ve pushed beagles (No. 1 for the past seven years) 
out of the top spot, according to American Kennel Club registrations. 


Others in the top ten: Beagles are in second place, followed by 
chihuahuas, dachshunds, and German shepherds. Cocker spaniels, slipping 
in popularity, are down from 6th to 7th place; boxers have dropped to 9th 
place. Pekingese (8th to 6th) and collies (9th to 8th) have moved up. 


AKC recently has admitted three new breeds to its official family of 
purebreds—the vizsla, Belgian tervuren, and Australian terrier. 


Vizsla, a hunting dog from Hungary, is best known in the Midwest. 
Weighing about 65 Ib. and standing around 25 in., this short-hair is good 
for hunting upland game birds. Belgian tervuren, about 24 in. high and 
weighing around 55 lb., serves well as a herder or watchdog. Australian 
terrier is tiny (height, 10 in., weight, 12 Ib.), agile, a good house pet. 
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"Do you know Fred Miller?" "We sure do - and we knew his 
father and grandfather, too." That's the kind of answer 
you're apt to get from any Marine Midland banker on a 
business inquiry. Most Marine Midland banks go back over 
a hundred years. (One was founded in 1812!) Put the banks 
with this deep-rooted New York State knowledge to work for you. 


& 


Valley — Utica * The Northern New York Trust Co. — Watertown 
+ Chautauqua National Bank of Jamestown — Jamestown * The Manu- 
facturers National Bank of Troy — Troy * The First National Bank of 
Poughkeepsie — Poughkeepsie * Marine Midland Trust Co. of Rockland 
County — Nyack. _ MEMBERS FEDERAL DEPOSIT INSURANCE CORPORATION 


The Marine Trust Co. of Western New York — Buffalo + The Marine 
Midland Trust Co. of New York — New York City + Genesee Valley 
Union Trust Co. — Rochester « Marine Midland Trust Co. of Southern 
New York—Binghamton-Elmira + Marine Midland Trust Co. of Central 
New York — Syracuse « Marine Midland Trust Co. of the Mohawk 





New York State’s First Family of Home-Town Banks 
11 Banks With 179 Offices Serving 103 Communities 












RIEGELEASE™ 


Yorwva of-1-) 1ale Bm ele] ol-165 
for 
stickiest adhesives 








4 
That slick pa}ss you peel from pressure- 
sensitive label», tapes, and other “peel 
and stick” préducts is a most unusual 
paper. Choosing a paper that’ll keep the 
stick sticky ani still peel easily requires 
careful study. }3oth the adhesive and the 
paper have tedhnical and chemical vari- 
ables, and prodessors using high cost ma- 
terials can’t afford to take chances with 
unproved release paper. 

For over 15 years, users of pressure sen- 
sitive adhesives have found the best an- 
swers at Riegel. We have many releasing 
papers... not only for adhesives, but also 
for casting films and foams, container 
liners, and various interleaving jobs... 
typical of our 600 papers now serving 
industry in products, in production, in 
packaging. 

The most universal releasing papers are 
named “Riegelease.” Our technical data 
folder is your best place to start. Write 
for it today. 








SEND FOR SAMPLES cm ox ox 


Riegel Paper Corporation 

P.O. Box 250, New York 16, N. Y. 
Please send samples and data on 
RIEGELEASE to: 

Mr. 
Co. 








Address 
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On Apr. 7, the Mexican government 
will begin to enforce a new mining 
law. In effect, the law tells foreign- 
owned mining companies (mostly 
U.S.), which hold 85% of Mexico’s 
mining investment, to sell controlling 
interest to Mexicans. Otherwise, they 
will find it difficult to continue to 
operate in Mexico. 

The new law is the latest and most 
far-reaching measure in the govern- 
ment’s ‘““Mexicanization” of the econ- 
omy. The government intends to put 
operating control of most foreign-owned 
businesses into Mexican hands, either 
public or private. 
¢ What’s Involved—This directly in- 
volves U.S. investments, which had a 
book value of $759-million early last 
year. They constitute about half of all 
direct foreign investments in Mexico. 

In Mexico City, U.S. businessmen’s 
reaction to Mexicanization is mixed. 
A few are indignant, but most are wait- 
ing to see how it shakes out. According 
to a chemical company official, ““The 
day of the wholly owned U.S. subsidiary 
in Mexico is over.” 

The country is Mexicanizing its econ- 
omy for a number of reasons, some 
ideological, others economic. ‘The deep- 
est motivating force undoubtedly is 
Mexican nationalism, which has_per- 


meated the nation since 1910, when 
Mexico’s revolution began. 

¢ Government Role—The most recent 
got under way after the election 


drive 





MANUEL BRAVO JIMINEZ is young 





economist backing ‘“Mexicanization.” 
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Mexico Tightens Grip) 
On U.S. Companies 


of Pres. Adolfo Lopez Mateos in 1958. 
Backing him and implementing the 
process are some fairly voung economists 
who hold influential positions in goy- 
ernment agencies—including Horacio 
Flores de la Pena, 36, a professor of 
economics at the University of Mexico, 
and Manuel Bravo Jimenez, 43-year-old 
graduate of Columbia University. 

They believe in a strong and prom- 
inent position for government in thei 
economy, a slightly less preferred place 
for domestic private capital, and a weak 
and secondary role for foreign private 
capital. 

Thev hold this view despite an an 
nual growth rate of 6% to 7% in real 
national income, to which private Mex- 
ican and foreign investment in manv 
facturing has contributed heavily. Even 
with population increasing 3% a year, 
per capita real income is going up 3% 
to +% annually. 
¢ Three-Way Process—Under the Mexi- 
canization process, the government is: 

¢ Developing or buying into basic 
industries such as steel, petrochemicals 
power, and transportation because, it 
Says, private capital hasn’t developed 
fhem fast enough. It is also taking over 
a hodgepodge of companies that are in 
financial or managerial difficulties. 

e Encouraging «Mexican _ private 
capital to invest in and take control of 
enterprises presently owned by foreign 
ers. The government is also pressuring 
companies with foreign employees to 





HORACIO FLORES DE LA PENA heads 
investments at National Property Ministry. 
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convert to Mexican management and 
skilled labor. Moreover, it is discour- 
aging the formation of new companies 
that are not at least 51% owned by 
Mexicans. 

e Favoring those enterprises that 
use domestically produced raw ma- 
terials and products. It also has pro- 
hibited some imports to force compa- 
nies wanting to sell in Mexico to manu- 
facture there. 
¢ The Goals—The Mexicans seem to 
have clear goals—a “mixed” govern- 
ment-private enterprise economy almost 
entirely controlled by Mexicans. But 
the approach is pragmatic and expe- 
dient. They appear to have no well- 
mapped-out course, nor are there clear, 
long-range distinctions between the pub- 
lic and private sectors. 

Further, it appears that the future 
role of private foreign capital has not 
been clearly thought out. Mexican off- 
cials say they want and need foreign 
investment to help the nation’s econ- 
omy grow, but insist that it be su- 
bordinate to Mexican interests. Some 
observers believe that foreign private 
capital will continue to be welcome in 
light industrial manufacturing, con- 
sumer goods manufacturing, distribu- 
tion, and industries where there is a 
scarcity of Mexican investment. 
¢ Tactful Measures—Mexico is using 
what it calls the “purchase and persua- 
sion” method, in contrast with Cuba’s 
outright expropriation. The Mexican 
government buys or invests in the sec- 
tors of the economy that, it considers, 
need government participation. To get 
Mexican and foreign businessmen to do 
what it wants, it uses tax incentives, 
import licenses, legislation, a‘ministra- 
tive regulation, and politicai pressure. 

The Mexican government is getting 
capital for its ventures from tax reve- 
nues, income from existing public en- 
terprises, private loans from abroad 
such as Prudential Life Insurance Co. 
of America’s $100-million loan last year, 
and foreign government and _ interna- 
tional lending agencies. 

Private Mexican capital is coming 
from a group of 30 Mexican millionaires 
and, to a lesser extent, from a growing 
middle class. From 1945 until 1958, 
the Mexican government’s policy was 
to foster private capital formation. This 
slowed the rise in living standards and 
allowed a few rich Mexicans to get 
ticher. Now, the government is trying 
to push this capital, which has been 
largely in speculative real estate, into 
industrial investments. 
¢ Shotgun Marriage—In doing so, the 
Mexican government may be trying to 
arrange some shotgun marriages. A 
number of foreign-owned enterprises 
are not especially profitable and have 
held little attraction for Mexican in- 
vestors, many of whom want returns of 
20%. Moreover, there’s probably not 
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Mental alertness promotes 
business growth. Proper 
equipment frees minds to 
concentrate on the job. Start 
with the most important 
factor—chairs. Make them 
Harter Criterion. Fifteen models 
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office. Guaranteed construction 
is bridge-strong. Deep, cool foam 
rubber cushioning. Rounded 
non-marring corners protect 
other furniture. Try a Criterion 
at your Harter dealer’s 
Seating Center where you 
can feel the comfort and 
compare the beautiful 
quality of Harter chairs 
for yourself. 





Stenographic chair to match, even 
down to aluminum base. 


Lower priced open-back swivel 
armchair for supervisory personnel. 


HE 


Full-back swivel armchair with unique 
cantilever arms for executives. 
















You’ll get your literature by return 
mail if you just attach this coupon 
to your letterhead and mail to: 


HARTER CORPORATION 


311 Prairie Street, Sturgis, Michigan 
Canada: Harter Metal Furniture, Ltd., Guelph, Ont. 
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took out.”) Find out how Hertz 
Fleetcar Leasing plans cater to the 
special needs of larger users of 
business cars. Discover how they’re 
tailored for companies which best 
benefit from the nation’s most ex- 
tensive coast-to-coast leasing facili- 
ties, and from operating efficiency 
perfected over 30 years. Each ‘‘10- 
Plus” plan replaces your cars with 
brand-new Chevrolet, Corvairs, or 
other fine cars; assumes full re- 
sponsibility for maintenance and 
repairs; and‘ reduces the many an- 
noying details of fleet administra- 
tion to the writing of one budgetable 
check eachi month. Use coupon 
below to leayn why more and more 
multi-car cpmpanies agree Hertz 
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ness sense fbr them. 
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enough private capital available to 
undertake all the investments that the 
government envisions. 

In complying with the Mexicaniza- 
tion philosophy, a U.S.-controlled com- 
pany is likely to be in a weak bargaining 
position. It must sell in a restricted 
capital market to buyers backed by the 
government’s. political and economic 
powers. 

If a U.S. company cannot find buy- 
ers willing to invest on terms acceptable 
to the company, the Mexican govern- 
ment may buy in through one of its 
economic agencies such as Nacional 
Financiera, the government develop- 
ment bank. On the other hand, if a 
company is able to take in Mexican 
capital from a widespread group of in- 
vestors, it will still retain a large degree 
of working control because of its own 
concentrated 49% share. 
¢ Provisions—The new mining law is 
not only the latest Mexicanization move 
but is also a good example of the legisla- 
tion the Mexican government is using. 
The law, which will hit $137-million 
worth of U.S. mining investment, con- 
tains three basic provisions: 

¢ No new mining concessions will 
be awarded to companies having less 
than 51% Mexican ownership. 

e Present concessions will termi- 
nate, without compensation, in 25 years 
unless a mining company puts Mexi- 
can partners in control. 

e Mining companies with 51% 
Mexican control will get a 50% rebate 
on export and production taxes, which 
currently amount to about 30% on 
the value of product. 

This last provision has the most 
immediate effect because it does not 
mention the “fiscal agreements” under 
which the companies have been oper- 
ating. Until now, the Mexican govern- 
ment has negotiated annual arrange- 
ments with each mining facility, 
providing tax rebates up to 75%, 
depending upon local costs. Without 
these rebates, a mining company 
spokesman says, the 30% tax would 
make operations unprofitable. 
¢ U.S. Reaction—U.S. mining com- 
panies are not happy with the new law. 
Some feel that, after 50 years of 
amicable relations, the rules have been 
arbitrarily changed. One executive calls 
the law “delayed expropriation.” 

American Smelting & Refining Co., 
the largest foreign enterprise in Mexico, 
so far has made no arrangements for the 
sale of any of its Mexican properties, 
according to a spokesman. 

Other mining companies, however, 
are preparing to turn over controlling 
interest to Mexicans. American Metal 
Climax, Inc., will soon undertake a 
recapitalization, which will take in $8- 
million to $10-million in Mexican capi- 
tal, giving a Mexican group 51% own- 
ership of the company’s mining and 


... CENSUS- 
PROVEN 
OUTSTANDING 
NEW 
INDUSTRIAL 
MARKET 


Census-proven one of 
the fastest growing 
states in the nation 
...Survey-proven one 
of the outstanding 
new industrial mar- 
kets, Colorado offers 
new industry Profits 
with Pleasant Living. 








Discover the new markets and opportuni- 
ties awaiting your company in Colorado. 
“Site-See’’ Industrial Colorado now...right 
at your desk. 
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use in sO many ways! Erecta-Shelf 
assembles quickly and easily. You can 
add to it end to end or back to back 
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large or small! 


Shelves load test to 1000 pounds each 
and adjust to accommodate any size or 
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smelting operations. Dow Chemical 
Co. says it is working on a plan to bring 
Mexicans into its fluorspar mining op- 
eration. Continental Ore Corp. is doing 
the same thing. 

e First Steps—Earlier, Mexicanization 
occurred in other industries. In 1959, 
the government announced that petro- 
chemical production would be reserved 
to Pemex, the national oil agency. 
The government also bought the Toyota 
auto assembly plant from its Japanese 
owners and Aeronaves de Mexico from 
its Mexican owners. (Pan American 
World Airways, Inc., still owns a minor 
share of this airline.) 

In January, 1960, the Mexican gov- 
ernment purchased from U.S. inter- 
ests La Consolidada Steel Co., adding it 
to its Altos Hornos Steel Co. This put 
60% of Mexico’s steel production un- 
der government ownership. In April, 
the government bought American & 
Foreign Power Co., Inc.’s subsidiary for 
$72-million and, in September, it ac- 
quired Mexican Light & Power Co. 
for $56-million, giving it control of 
95% of Mexico’s electricity. 

Last December, the government 
bought out the two largest movie house 
chains, saying it wanted to break up a 
monopoly. It also passed a law that 
prohibits automobile imports, and 
forces auto companies to work toward 
total Mexican manufacture of autos. 

Also in December, it gave a subsidi- 
ary of Scott Paper Co. certain tax ex- 
emptions that set a precedent for other 
enterprises with foreign capital partic- 
ipation. It gets the tax break because 
it agreed that: 

¢ Mexicans will replace foreign 
technicians within a year. 

¢ Not more than 20% of the pay- 
roll will go to foreigners. 

¢ Royalty and technical services 
payments to foreign firms will not ex- 
ceed 3% of sales. 

e Transfer of dividends must not 
exceed savings in import costs that the 
company’s sales represent. 
¢ Bridging the Gap—Most U.S. com- 
panies are adjusting to the new ground 
tules. Like the mining companies, some 
are Mexicanizing. Rockwell Valves, 
Inc., is reported to be getting ready 
to take on a controlling Mexican part- 
ner. Aluminum Co. of America will 
go ahead with an aluminum plant, tak- 
ing a 35% share. 

Still others are shifting production 
away from lines in which the govern- 
ment is interested. Monsanto Chemi- 
cal Co. is heading away from produc- 
tion of basic items toward output of 
items nearer to consumer goods. Cel- 
anese Mexicana has sold its formalde- 
hyde, polyvinyl acetate, and polyester 
resin production facilities to a newly 
formed Mexican company and will con- 
centrate on synthetic fibers, cellophane, 
and related items. END 
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REGIONS 


Incomes Show a Slight Dip 


MEASURE OF PERSONAL INCOME 


_Millions of Dollars. 
alSeasonally Adjusted) 

















1953-55 DECEMBER | NOVEMBER DECEMBER 

STATE AVERAGE 1959 1960 1960 

Alabama ........ $286.4 $372.7 $382.2 $379.0 
ee 41.9 48.7 49.5 55.0 
Arizona ........ 126.9 193.3 230.7 234.6 
Arkansas ....... 153.5 182.9 193.7 202.2 
California ....... 2,341.7 3,520.8 3,831.3 3,898.8 
Colorado ......... "2172 3165 343.7 [on 
Connecticut ..... 440.7 569.8 604.1 605.5 
Delaware ........ 78.6 114.5 129.2 132.0 
District of Calumbia 158.2 185.8 200.8 212.3 
eee 456.8 831.3 897.0 963.7 
Georgia ‘le 383.2 493.6 509.1 528.0 
Hawaii ...i...... 76.0 113.0 114.2 114.2 
errr 74.5 95.3 90.9 94.7 
Illinois ...;..... 1,677.5 2,152.6 2,241.4 2,238.7 
Indiana ......... 663.5 805.1 874.1 873.7 
lowa ..... hein "357.3. 440.0 478.5 478.3 
Kansas .. { aia eee 281.8 341.3 378.6 383.0 
Kentucky .,..... 307.1 370.7 396.2 387.4 
Louisiana ....... 318.3 416.8 423.1 425.1 

POD. 505% «wlek aio 112.8 144.7 148.7 146.8 
Maryland ....... 432.3 599.3 617.4 611.0 
Massachusetts ... 799.8 1,027.1 1,074.6 1,073.9 
Michigan ....... 1,234.1 1,430.1 1,607.2 1,509.1 

Minnesota ...... 434.8 560.1 617.2 624.0 
Mississippi ...... 160.9 195.3 184.5 216.2 
Misseuri ........ 600.9 775.1 812.7 825.3 
Montana ........ 92.3 101.5 117 114.0 
Nebraska ....... 182.5 241.5 255.3 259.9 
Nevada ........ 43.1 63.3 73.5 75.8 
New Hampshire .. 75.2 100.6 99.6 98.9 
New Jersey ..... 982.9 1,328.0 1,386.7 1,290.7 
New Mexico ..... 91.8 137.1 144.4 150.2 
New York ...... 2,887.9 3,840.1 3,910.5 3,863.5 
North Carolina... 429.0 545.2 572.2 588.5 
North Dakota .... 67.4 73.2 88.8 93.0 
OS acces wee .. 1,476.3 1,846.7. 1,980.5. ~+‘1,947.5 
Oklahoma ...... 268.5 343.0 357.3 360.9 
Oregon ........ 249.8 323.6 323.3 323.6 
Pennsylvania .... 1,678.6 2,058.3 2,110.0 2,070.5 
Rhode Island .... 129.9 153.7 158.0 158.5 
South Carolina... 210.0. 266.2 285.8 283.0 
South Dakota .... 73.7 81.3 94.9 98.4 
Tennessee ....... 345.9 429.2 466.7 466.7 
SO a 1,132.9 1,494.8 1,574.0 1,510.9 
MN |. bss d diowetee 98.1 132.7 149.4 152.6 
Vermont ........ ~ 45.9 57.0 59.9 59.8 
Virginia ......... 383.3 582.9 618.1 621.0 
Washingtoi: ..... 418.0 536.3 549.8 558.1 

West Virginia ... 209.7 246.2 260.9 258.8 
Wisconsin ....... 528.2 699.9 721.6 725.0 
Wyoming ....... 45.9 56.8 57.8 58.2 
NATION .:.....$24,363.5 $32,035.5 $33,841.3 $33,755.9 


December, 1949 preliminary; November, 1960 and December, 1959, revised. 
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+ 10.6 
+ 10.7 


CAT AE LIN ATE YO 


+ 12.3 
+ 6.3 
+15.3 
+ 14.3 
+ 15.9 


PRO. 


+ 7.0 
+ 1.3 
— 0.6 
+ 4.0 
+ 8.5 
+ 


2 EOP RRRONES 


a 


+ 2.0 
+ 1.5 


PTE TLE 


+ 28 
+ 4.6 
+ 5.5 
+11.4 
+ 10.7 


PUNT SO TOT 


+ 6.5 
+ 12.3 
+ 7.6 
+ 19.7 
— Aor 


Reece ee Sets a 


oo 


+ 9.5 
+ 0.6 
+ 7.9 
+ 27.0 


+ 5.2 
+ 0.6 
+ 3.1 


C2 LT 


+ 6.3 
+ 21.0 
+ 8.7 
+) hos 
+ 15.0 


a 


6.5 
4.1 
5.1 
3.6 
2.5 
5.4% 


Osusimess weex 


t++t+teet 


December is down 0.2% from 
November. Declines in indus- 
trial states are largely offset by 
higher crop receipts. 


Record crop receipts in many farm 
states tended to obscure the chilling 
effects of mounting industrial layoffs 
and crippling snowstorms across the 
nation in December. 

According to BUSINESS WEEK’s Meas- 
ure of Personal Income, the national 
pocketbook was 5.4% richer in De 
cember than a year earlier, and only 
0.2% poorer than in November, 1960. 

But a comparison of December with 
November in the major industrial states 
reveals a far gloomier pattern. Eighteen 
states, almost all of them heavily de- 
pendent on hardgoods manufacturing, 
posted declines over the month. 
Shorter work weeks were widespread. 
¢ Losses in Hardgoods—Throughout 
the durable goods sector, every major 
industry reported substantially fewer 
employees in December, 1960, than a 
year earlier; and most were below 
month-earlier levels. ‘These job losses 
over the year were reported: primary 
metals, 186,000; nonelectrical machin- 
ery, 90,000; lumber and wood products, 
66,000; fabricated metal products, 38,- 
000; stone, clay, and glass, 36,000; and 
transportation equipment, 35,000. 

Michigan, Wisconsin, Missouri, 
Ohio, Indiana, and New Jersey were 
particularly hard hit when auto makers 
shaved December production schedules 
from 566,000 to 522,000. Three- to 
four-day work weeks were common. 

e Nondurables Hit, ‘Too—December 
figures provided more evidence that the 
recession was spreading through non- 
durables. Only chemicals and printing 
and publishing posted higher job totals 
than last year, but they, too, dropped 
several thousand jobs since November. 

Textiles and apparel had to lay off 
many more workers than is customary 
at yearend. In comparison with their 
December, 1959, work force, textile 
manufacturers reported 45,000 fewer 
employees, while apparel job totals 
dropped 52,000. 

Mining continued its long-term de- 
cline with 27,000 fewer jobs than a 
year ago, despite settlement of the 
copper strike. Iron ore mining has 
been sagging since last spring, as have 
lead and zinc. 

Construction, other than homebuild- 
ing, held up well through most of the 
year, but December’s deep freeze cur- 
tailed most outdoor work in the North- 
east and crimped payrolls. END 
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URBAN BLIGHT, housing shortages, and unemployment will receive special attention 


in new AFL-CIO program to invest welfare fund money in housing mortgages. 


Unions Seek to Spur Housing 


A campaign in labor to earmark bur- 
geoning welfare fund reserves for social 
uses received new impetus and di- 
rection last week as AFL-CIO took 
steps to channel millions of dollars 
into housing mortgages. 

The federation’s executive council di- 
rected Alexander Bookstaver, head of 
AFL-CIO’s new investment depart- 
ment, to assist unions throughout the 
country in diverting reserve funds from 
government bonds and other low-vield 
securities to government-guaranteed 
mortgages on new small homes and mid- 
dle-income housing. 
¢ Economic Spur—George Meany, 
president of the federation, said that 
“at least $1-billion” might be chan- 
neled in this way into new housing—to 
stimulate homebuilding and spur the 
lagging economy, create construction 
jobs, ease housing shortages, and help 
to eliminate blighted areas. 

Others in AFL-CIO believe. Meany 
is overly optimistic in his estimate of 
the amount of money that can be 
shifted from present pension and wel- 
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fare fund investments to housing proj- 
ects. But most concede that multi- 
million-dollar mortgage purchases can 
be expected within the next vear or so. 
e Big Reserves—Most AFL-CIO afhli- 
ates are accumulating big reserves in 
pension-welfare accounts. According 
to Meany, the total is probably in the 
billions of dollars. A few days ago, 
Rep. Adam Clayton Powell (D-N. Y.) 
of the House Labor Committee placed 
the total at more than $40-billion—with 
a net gain every year of $4-billion. 
Whatever the total reserves, only a 
part—perhaps the $1-billion mentioned 
by Meany—would be diverted from 
liquid funds to mortgages. In most in- 
stances, even this diversion depends on 
the consent of emplover trustees. 
Almost all major pension-welfare 
funds are jointly administered by union 
and employer trustees. Funds are out- 
side the collective bargaining area, as 
far as investments are concerned. But, 
in practice, the union voice in the plac- 
ing of funds has been influential. AFL- 
CIO expects no difficulties in persuad- 
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modern industry and defense. 


We still turn out production runs, 
but only of specialty papers requiring 
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“Creative Imagination in Tech- 
nical Papers."’ Or tell us 

what you want paper to do. 

If it sounds reasonably attain- 
able, a sales engineer will call, 
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ing employer trustees to agree on 
“sound and more remunerative” in- 
vestments in government-guaranteed 
mortgages. 

¢ Opposition—The one problem that 
it expects is the opposition of banks 
and other mortgage loan agencies. 
AFL-CIO’s unions will be low-profit 
competition for financial houses. 

A principal target of the AFL-CIO 
investment plan is the existing “dis- 
counting” cost of getting mortgage 
money—the so-called point system of 
extra charges that can run up the cost 
of a home by $500 or $600, often even 
more. The federation intends to charge 
only the government-set interest rate 
on its mortgage money. 

The existing point system was devised 
to permit lenders to receive the same 
higher interest rate on government- 
guaranteed mortgages that they receive 
on other loans; the extra charges are the 
difference between the allowable gov- 
ernment rate and the local rate. 

The AFL-CIO estimates that the 
savings “up to 10% of a home’s cost” 
should cut housing costs and greatly 
stimulate building—and ultimately ap- 
pliance and home-furnishing industries. 
¢ How It Will Work—The program 
will be directed by Bookstaver, former 
controller and investment counselor of 
the International Ladies’ Garment 
Workers’ Union. He will handle no 
money. His authority is only to locate 
suitable investments and to direct un- 
ions with reserve funds into them. 

Housing contractors and developers 
will apply to Bookstaver’s office for 
mortgage money. If they meet exacting 
requirements for government-guaran- 
teed loans and for AFL-CIO aid (homes 
must be fully union-built to be sold as 
non-segregated housing), they will be 
recommended to unions through a 
periodic investment bulletin. Beyond 
that, each union must act for itself. 

A pilot investment project involving 
a hundred or more homes is now under 
consideration to demonstrate the pro- 
gram’s possibilities. 
e¢ New Approach—During the 1950s, 
some unions—largely centered in the 
old ClO—advocated social investment 
of union funds, to put money to work 
for social progress through homebuild- 
ing, hospitals, and other projects. 

What AFL-CIO now proposes is a 
business approach to a narrowed so- 
cial objective. Most union reserves 
are invested in government bonds; the 
income is low. Housing mortgages 
would bring in more, at present 54%. 
And at the same time, the money might 
stimulate construction and create jobs 
in an industry with an estimated 600,- 
000 unemployed or underemployed. It 
would also make homes easier and 
cheaper to buy in the about-$15,000 
price range in which unionists seek 


homes. END 











the Future 
is Here 





» A spot in West Virginia was chosen®. . . 
Scientifically . . . for the location of the “Big 
Ear’, the U. S. Navy’s 600-ft. diameter radio 
telescope; largest fixed movable object ever con- 
structed. Just as it had incomparable advantages 
for such an exacting activity, West Virginia has 
many advantages for firms who also are looking 
toward the future . . . central location, abun- 
dant labor, ample power, a wealth of natural 
resources. Are you listening in on the future? 
Perhaps your company’s future is here in West 
Virginia. Write for the facts which you believe 
to be important in your future. Address Execu- 
tive Director, West Virginia Industrial and Pub- 
licity Commission, Room B-1, State Capitol, 
Charleston 5, West Virginia. 
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Flexibility—But No Miracles 


Some inisguided supporters of the Federal Re- 
serve ar@ claiming that William McC. Martin’s de- 
cision to jleal in long-term bonds means that he has 
“capitulated” to the Kennedy Administration. They 
go on to‘charge that the dropping of “bills only” 
indicates: that the Fed will revert to its pre-1951 
role as hendmaiden of the Treasury by pegging the 
price of | ptrpaerenos bonds and turning itself into 
an engin’ of inflation. 

This kod of talk had led those favoring the new 
move into some exaggerated claims of their own. 
They retért that the new policy will not only permit 
the money managers to put interest rates anywhere 
they plese but also that it will provide just the 
stimulus needed to assure a prompt recovery. 

It showld be said at once that the more flexibie 
policy acopted by the Fed will work no miracles. 
Under tke old technique of concentrating only on 
bills, the: Fed could not hope to see a decline in the 
long-terii rate, which might encourage business 
borrowiiig, without a steep decline in short-term 


rates, vfaiich would almost certainly result in a 
renewe exodus of capital to higher-yielding money 
markets, abroad. The Fed’s new flexibility is an 
attempt ‘o get around this problem. 

It is Gear that the new policy does not tamper 


with th Fed’s independence. Anyone familiar 
with Mastin’s record knows that he would not agree 
to shack#ing the Fed. The fact is that even before 
the election, the Fed began shifting from “bills 
only.” lis latest move is a logical next step. 

But the abandonment of “bills only” does not 
mean a return to an inflationary pegging policy. 
“Bills ogly” was itself an experiment embarked 
on as a teaction to pegging. It was a self-imposed 
restriction, and events have proved it as much a 
strait jacket as the pegging policy had been. 

Now the money managers are steering a course 
between the two extremes. This does not make 
things easier. Indeed, the Fed’s new flexibility 
increases its problems. But the Fed deserves sup- 
port for its decision to accept a more active—and 
responsible—concept of monetary management. 


To Ratify OECD 


There is one matter before the Senate on which 
the Administration has a right to expect early and 
favorable action. This is Pres. Kennedy’s request 
for ratification of the treaty setting up the Organ- 
ization for Economic Cooperation & Development 
(OECD). This body, which was originally sponsored 
by the U.S., would join this country and Canada 
with 18 European nations in a cooperative effort 
to resolve some of the economic problems beset- 


ting the members of the Atlantic Community 

In hearings on OECD held by the Senate Foreign 
Relations Committee, the Administration ran into 
considerably more opposition than it had expected 
—most of it from protectionists who charge that, 
by joining OECD, the U.S. would throw away con 
trol over its own trade policy. 

Actually, there is nothing in the OECD charte 
that commits the U.S. to any particular tariff level 
or interferes with Congress’ control of tariffs. Under] 
OECD rules, the U.S. cannot be coerced. The U.S, 


would become involved only in those joint activities 


or actions that Washington explicitly approves. Of 
course, U.S. membership in OECD would be another 
general commitment to international cooperation. 
It would be an indication, for example, that we 
have no intention of adopting a beggar-my-neighbor 
approach to tariffs. 

From OECD, however, the U.S. stands to gain at 
least as much as it gives. We definitely will get new 
leverage on two questions that have an importan 
bearing on the U.S. balance-of-payments position. 
One is the future trend of European trade policy and 
the other is Europe’s contribution to development 
aid. 

One of OECD’s functions is to deal with the po 
tentially dangerous split between Europe’s two trad- 
ing blocs—the six-nation European Economic Com- 
munity and the seven-nation European Free Trade 
Assn. And, for the U.S., it is essential that any 
accommodation between the “Six” and the “Seven” 
should be based on a more liberal outlook than 
either of the two blocs is now adopfing. Otherwise 
we would have no assurance of a widening market 
in Europe for U.S. goods. 

Probably the U.S. has an even more immediate 
interest in getting some of the European nations, 
notably West Germany and Italy, to contribute more 
economic aid to the underdeveloped countries: 
There is need, too, for closer coordination between 
Europe’s aid programs and our own. To deal 
with these problems, the U.S. has managed to get 
the other OECD nations to set up a special body 
known as the Development Assistance Group 
(DAG), to which Japan belongs. And, at a DAG 
meeting later this month, the U.S. will once more 
be able to push its case for a fairer sharing of the 
aid burden. 

It is clearly in the interests of this nation for the 
Senate to act as quickly as possible on the OECD 
treaty—and to ratify it by an overwhelming maq 
jority. This would not only assure formal approval 
by the other members but encourage the nev 
organization to move rapidly in tackling the proh 
lems before it. 
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